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THE figures that constitute the year-end statement of 
The Equitable Life Assurance Society may seem over- 


whelming at first glance . . . but they readily come 
alive when considered in terms of the human values 
they portray. 


For the bigness of life insurance is not so much in the 
number of dollars cited as in the “force for good” 
which they represent. Equitable-life-insurance-dollars 
mean that Joe Winston of Akron will graduate from 
college next June ... that Alice Regan, a young widow 
in Dallas, is able to make a real home for her children 
... that 69-year-old George Field of Bridgeport is 
self-supporting, and self-respecting. Multiply these 
people by many thousands and you have a picture 
of what life insurance accomplishes in promoting 
human welfare. 


At the same time, life insurance funds perform a double 
duty in the economic life of our nation. While they are 
providing protection, they are also financing homes, 
building factories, helping to improve railroads, par- 
ticipating in scores of industries—in short, contributing 
materially to the highest living standard known to 
mankind. 


Look beyond the figures in this annual report and you 
will see life insurance in action on many levels. But 
remember, it is the human level which is of greatest 
concern to us . for after all, only people count. 


Cn yi i President 





CONDENSED 


Resources 
*Bonds and Stocks 
U. S. Government obligations 
Dominion of Canada obligations 
Public utility bonds. 
Railroad obligations 
Industrial obligations 
Other bonds. . 
Preferred and guaranteed stocks 
Common stocks 
Mortgages and Real Estate 
Residential and busi 
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For a more detailed 
statement of The Equitable 
Society's operations during 
1949, write for a copy of 
the President's Report to 
the Board of Directors. 


mortgages 
Farm mortgages. . 
Residential and business 
properties : 
Housing developments and other 
real estate purchased 
for investment. 
Home and branch office 
buildings 
Other Assets 
Cash 
Loans to policyholders. 
Premiums in process of collection 
Interest and rentals accrued 
and other assets 
ad TOTAL 





STATEMENT OF CONDITION 
as of 
December 31, 1949 
Per Obligations Per 
Cent Policyholders’ Funds Cent 


$ 776,988,507 (14.8) 
270,576,208 ( 5.1) 
671,974,696 (12.8) 
480,003,566 ( 9.1) 

1,633,663,952 (31.0) 
158,635,069 ( 3.0) 
57,513,967 ( 1.1) 
7,258,157 ( 0.1) 


657,176,355 (12.5) 
122,447,952 ( 2.3) 


7,442,392 ( 0.1) 


110,776,853 ( 2.1) 
10,846,336 ( 0.2) 


92,604,234 ( 1.8) 
133,474,786 ( 2.5) 
38,085,589 ( 0.7) 


$5,269,289,168 (100) 


*Including $4,711,208 on deposit with public authorities. 
In accordance with requirements of law, all bonds subject to amortization are stated at their amortized value, and all other bonds and stocks are 
valued at the market quotations on December 31, 1949 as prescribed by the National Association of Insurance Commissioners, 


To cover future payments under 
insurance and annuity contracts 
in force 

Held on deposit for policyholders 
and beneficiaries 

Dividends and annuities left 
on deposit with The Society 


$4,327,175,473 (82.2) 


306,424,344 ( 5.8) 


at interest 115,149,568 ( 2.2) 
Policy claims in process 
of payment 23,935,298 ( 0.4) 


Premiums paid in advance by 
policyholders 

Dividends due and unpaid to 
policyholders 

Allotted as dividends for 
distribution during 1950 


85,297,962 ( 1.6) 
5,303,863 ( 0.1) 
68,400,541 ( 1.3) 


Other Liabilities 


Taxes—federai, state and other 
Expenses accrued, unearned in- 
terest and other obligations 


8,285,000 ( 0.2) 
6,883,896 ( 0.1) 
Surplus Funds 


To cover all contingencies 
TOTAL 


322,433,223 ( 6.1) 


$5,269,289,168 (100) 














THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES 


THOMAS |. PARKINSON - PRESIDENT 
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Canada’s Leading 
Life Assurance Company 
Announces: 

e Increased dividends to 
policyholders in 1950. 

e Over one hundred million 

dollars paid out in benefits 

during 1949. 

All-time record set for 

Sun Life Group protection 

of workers in business 

and industry throughout 

North America. 








From the 1949 Annual Report 


Benefits paid to policyholders and 
beneficiaries during 1949: 
$114,799,174 
Total benefits paid since the first 
Sun Life policy was issued in 1871: 
$2,240,555,979 
New Assurances issued during the year: 
$372,509 ,847 
Assurances in force: 


$4,187,193,642 








Write today for a copy of “Sun 
Life of Canada Reports to You.” 
Just address: Sun Life of Canada, 
Transportation Bldg., Washing- 
ton, D.C. 


SUN LIFE 
OF CANADA 














IN OUR NEXT ISSUE 


“HOW FINANCIALLY STRONG IS 


AMERICAN INDUSTRY?” 


Don't miss this revealing story, an 
eye-opener to the prophets of gloom. 


BREAKING DOWN 
THE CONSUMER DOLLAR 


It tells you how and where the 
public is spending its money. 
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URING and after the war, as 
D everyone knows, oil needs sky- 
rocketed. They are still climbing. 

In 1948, Socony-Vacuum plowed 
back $201,000,000 into the business 
— expanded all facilities to handle 
unprecedented demand. 

Again, in 1949, we plowed back 
$158,000,000 to improve still fur- 
ther our efficient, integrated opera- 
tion, and so assure a continuous flow 
of high-quality oil products. 

This is the kind of “plowing back” 
that builds for the future... that 
makes for National Security . . . that 


assures oil supply for growing mil- 
lions of cars, homes and mechanized 
farms, for expanding aviation and 
every industry that relies on more 
vil to produce a bigger money’s- 
worth for you. 

America is already reaping the 
benefits, and more and more bene- 
fits are coming. 


Socony-Vacuum, as one of the 
oldest petroleum companies, is 
proud of the part it has played in 
a progressive industry — will con- 
tinue to look ahead and plow back. 


The Flying Red Horse Companies 


SOCONY-VACUUM OIL COMPANY, 


INC. 


and Affiliates: MAGNOLIA PETROLEUM CO. * GENERAL PETROLEUM CORP. 
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The Trend of Events 


MANAGEMENT AND CONFIDENCE .. . In these days 
of shift and change, many people are all too prone 
to attribute undue significance to minor or tempo- 
rary trends and developments, and ignore the main 
current. Often enough this leads to false or oblique 
thinking and engenders uncertainty and instability 
where none is warranted because of the transient 
nature of the cause. After all, fundamental changes 
seldom take place with great rapidity, but gradu- 
ally — giving time for more considered action and 
response. 

What is true of events in general is also true of 
your investments. 

Management should be the first consideration in 
appraising the strength of a corporation. A study 
of the progress made by a great corporation will 
inevitably show that it was managerial resourceful- 
ness and foresight which enabled it to work out and 
solve one problem after another. 

In fact, a period of trial has usually been an edu- 
cational period for that kind of management: the 
experience thus acquired helps it to master other 
emergencies that may arise. Companies like Ameri- 
can Telephone & Telegraph, DuPont, Standard Oil 


of our industries, the more assured we can be of 
our economic future. It is good sometimes to remem- 
ber that. It should never be lost sight of. 


GENERAL MOTORS REPORTS .. . Speaking of man- 
agement, those who direct the huge operations of 
General Motors have no apologies to make in sub- 
mitting their 1949 report. Fabulous is a good term 
to describe it. Not just because the net profit of 
$656 million was the greatest ever realized by an 
American corporation; records were made in virtu- 
ally every respect — in dollar volume of sales, in 
unit production, in payrolls and taxes. 

As to taxes, the corporation paid out $580 million 
to Federal, state and local governments in 1949, a 
handsome sum that goes far toward supporting the 
regular activities of these bodies. The overall tax 
bill was equivalent to more than ten cents out of 
every dollar the corporation received in sales. And 
it was $216 million more than the 434,000 share- 
holders received in dividends. Additionally, sales 
and excise taxes on products sold by the company 
accounted for another $299 million. It shows how the 
consumer takes it doubly on the chin. 





of New Jersey, Gulf Oil, 
Union Carbon & Carbide 
one could cite a great many 
that grace the top of our in- 
dustrial roster have that 
kind of management. Inves- 
tors owning shares in these 
companies can be certain that 
if these concerns cannot hold 
their own, our country will be 
in trouble indeed. 

The better the management 











We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


The significance of the re- 
port, and of GM activities, 
transcends mere figures, how- 
ever. Consider what its huge 
payroll means in terms of 
employment, direct and indi- 
rect, in terms of trade, in 
terms of supporting other in- 
dustries. Apart from the hun- 
dreds of thousands of workers 
and employees directly in- 
volved, more than 18,000 in- 


in our column 
This 
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dependent merchants handle the retail distribution 
of the company’s car and truck divisions alone, and 
over 12,000 business organizations sell materials 
and services to it. In short, thousands of people and 
businesses share in the success of this big corpo- 
ration. 

GM is big but it is also efficient. If it weren’t, 
there would have been no such exceptional growth 
in an industry which ranks among the most com- 
petitive. This suggests that GM management must 
be well above average. Growth and progress do 
not just happen, especially after a concern has al- 
ready become large and well established, when too 
often there is a disposition to let down and take it 
easy. 

GM last year lists over $5 billion spent for ex- 
penses and taxes. Not too many years ago, our 
Federal budget was less than that. Those who fight 
bigness in business might see therein ammunition 
for their arguments. But bigness, in this case as in 
most others, also means efficiency; GM at least has 
amply proved this. Were efficiency, because of big- 
ness, to be penalized, the country would be the loser. 


ANOTHER ROUND OF TARIFF NEGOTIATIONS .. . The 
Government’s decision to renegotiate on a broad 
scale existing tariff agreements under our recipro- 
cal trade program is a natural step in the search 
for a solution to the difficult problems facing us in 
our relations with the world in general and with 
Western Europe in particular. It is, in fact, an in- 
evitable corollary of our ECA program. 

The significance of these negotiations which are 
to take place later this year at Torquay, Switzer- 
land, must not be underrated. The scope of the talks 
will be far wider than earlier expected since par- 
ticipating countries will include most, if not all, of 
the nations represented in the General Agreement 
on Tariffs and Trade made at Geneva, and others to 
boot. More importantly, however, it must be ap- 
praised against the background of the entire inter- 
national picture. The end of Marshall Plan aid, set 
for 1952, already looms into view, and by that time 
Europe was expected to be able to stand on her own 
feet economically. But European recovery still has 
a long way to go, and the problem of balancing her 
dollar trade seems only a little less acute than be- 
fore. There is very little hope that Western Europe’s 
dollar deficit can or will be eliminated by 1952. 

Similarly, the end of the cold war is hardly in 
sight; instead, the cold war may warm up consider- 
ably, to judge by our latest official pronouncements 
on the subject. Thus if Europe is to gain enough 
strength to continue resisting Soviet pressure, we 
must either continue to subsidize her directly, that 
is extend Marshall Plan aid in some similar form, 
or create the conditions which will enable Europe 
to rin us enough of her goods to earn the dollars 
needed. 


Either alternative is unpleasant; continuation of 
direct subsidies will sit ill with the taxpayer, and 
any broad scale lowering of our tariffs may pain- 
fully hit American industries in certain fields. What- 
ever we may ultimately do, and no outright choice 
between the two alternatives may be made, it 
will cost us either directly or indirectly. Whatever 
the cost, it will have to be chalked up to the cold war. 





In the circumstances, it would be well to obtain 
some preliminary idea of just how much would be 
involved. If, as has been suggested, those of our in- 
dustries which might be hard hit by tariff conces- 
sions are to get some sort of Federal assistance, it 
may perhaps be as well — from a purely monetary 
standpoint — to continue direct subsidies to Europe 
to the extent absolutely needed. In this manner, 
industrial dislocations and hardships might at least 
be avoided in our own country. Quite apart from 
that, the idea of Federal subsidies to some of our 
industries strikes us as particularly incompatible 
with the free enterprise system, and a procedure, 
moreover, which all too easily might spread to other 
industries under political pressure and otherwise 
lead to wide repercussions in the economy. 

Certainly we should do everything to avoid hap- 
hazard decisions such as cutting tariffs with no real 
hope of improving Europe’s dollar position. This 
would serve little useful purpose and might do more 
harm than good. 

Essentially and, of course, for best results, the 
entire issue must be treated as it should — as a vital 
point in our international program which at present 
revolves around the urgent necessity of stopping 
Russian aggression and communist penetration. 


WHAT NEXT? . . . Having just overcome the ordeal 
of a protracted coal strike, the nation at large, and 
especially the business community, is wondering: 
What next? Ominous strike clouds still hang in the 
sky, ready to darken the business picture once more. 

Negotiations for settlement of the Chrysler strike 
have gotten nowhere; though the tie-up has lasted 
over 50 days, both sides remain firm. While the im- 
passe has made for stronger industry resistance to 
UAW demands, its president Walter Reuther can 
be expected to fight hard. Not only does he not want 
to lag behind the achievements of John L. Lewis, 
but his prestige and that of the CIO itself may hang 
on the outcome of the forthcoming battle with Gen- 
eral Motors, for which the Chrysler strike has be- 
come a proving ground. UAW demands will be stiff. 
The $100 monthly pension goal appears to have been 
superseded by quests for $125, and a far greater 
welfare “package” than CIO demanded, and won, in 
last years’ negotiations. 

What all this presages is a new round of produc- 
tion-crippling troubles. The telephone strike, too, 
has not yet been resolved. General Electric and 
Westinghouse contracts expire in April and these 
companies may have to deal with three unions, each 
anxious to outdo the other. It’s not a reassuring 
prospect. Generally, pension demands will be pushed 
by the unions since it is becoming clear that Con- 
gress may remain pretty conservative in enacting 
any addition to social security pensions. To the ex- 
tent that this is true, union demands will be upped 
and pursued more aggressively. 

Equally disturbing is Mr. Lewis’ seeming “grand 
strategy” as illustrated by his offer of “mutual aid” 
to the union involved in the Chrysler strike. True, 
the offer has been rejected; obviously this bold bid 
for leadership of all unions is greatly suspect among 
his rivals. But temporary rebuffs of this sort are 
not likely to daunt Mr. Lewis; he can be expected to 
pursue with his usual (Please turn to page 704) 
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As J See Jt! 


BY CHARLES BENEDICT 


TRYGVE LIE— RED CHINA — AND MR. ACHESON 


. Mr. Acheson himself is certain that the 
Russians will not accept his seven-point program he 
offered as a basis on which peaceful “‘coexistence”’ 
could be achieved and the cold war ended, what are 
the concrete steps which he intends to take to check- 
mate Russian aggression? One is entitled to ask this 
question, particularly since he himself admits that 
our efforts cannot be mere- 
ly reactions to the latest 
moves by the Kremlin. 
What, for instance, about 
the question of recognition 
of Red China? 

When Trygve Lie tells 
us that we must recognize 
the Chinese Communists 
or the United Nations will 
cease to function, we can 
well ask whether it has 
ever really functioned or 
been more than a debating 
society. Designed to arbi- 
trate differences and main- 
tain the peace between 
peoples, the United Na- 
tions stood helplessly by 
while shooting was going 
on in one place after an- 
other. 

Is it possible that Mr. 
Lie believes that the United 
Nations will function bet- 
ter if we add an additional 
negative State to support 
the Russian veto? For that 
is exactly what will happen 
if we carry out the Com- 
munist demand for recog- 
nition of Red China! 

Mr. Lie was undoubtedly 
under great pressure to 
make this proposal, and we 
must be realistic enough to 
recognize this truth, and refuse to give the Russians 
such an overwhelming victory, which would enable 
them to terrorize Asia and drastically affect our 
fortunes. 

Can such dangerous appeasement fit into the type 
of all-out diplomacy Mr. Acheson is talking about? 
Has he encouraged Mr. Lie in making this proposal? 
If so, this would be a sure sign he intends to continue 
his policy of humiliating retreat, despite his words. 

As we well know, Mr. Acheson would have recog- 
nized Red China some time ago, but for the Angus 
Ward incident. In fact, the attitude of our Secretary 
of State in his dealings with Russia is, on the whole, 
extremely puzzling. And yet he has recently publicly 
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Smith iu the Lancaster Intelligencer-Journal 


admitted that we can lose this cold-hot war without 
firing a shot. 

To recognize Communist China in order to support 
a tottering United Nations is sheer folly. Nor is rec- 
ognizing the Chinese Communists as the legitimate 
government soundly based, for the people of China, 
from the lowliest peasant to the great war lords, are 
believers in private prop- 
erty — they are not com- 
munistically conditioned 
psychologically. 

What sort of reasoning 
is responsible for Mr. 
Acheson’s evident desire 
to force the issue? What 
exactly does he mean by 
“all-out” diplomacy? And 
why did he issue the de- 
structive White Paper 
against Chiang Kai-shek? 
Was it because he thought 
it was more important to 
consistently follow the 
trend of the Yalta agree- 
ment which gave Manchu- 
ria to Russia, even though 
the dangerous victory for 
the Kremlin meant the de- 
struction of the Pacific Al- 
liance — the counterpart 
of our Atlantic Pact which 
Chiang was then working 
on? 

Is it that Mr. Acheson is 
an idealist who stubbornly 
defends his dreams against 
the realities of our rela- 
tionship with Russia? Or 
does he believe in the non- 
violence of Gandhi? But 
Mr. Acheson lacks the 
quality of inspirational 
leadership necessary in 
either case to stir the country to the proper emo- 
tional pitch. Nor can he by mere talk — appeasement 
and wishful thinking — beguile the rapacious ad- 
venturers in control of Russia away from their goals 
of world conquest. 

I know in the 20s there were Americans all over 
Europe who, having witnessed the intrigue among 
French, English and German interests during World 
War I, were so thoroughly disillusioned that they saw 
in the Russian “experiment,” as it was called, the 
possibility of a better day for all men — greater 
security for the poor and the humble. Many Ameri- 
cans in our country were moved by the same deep 
sympathy forhumansuffer- (Please turn to page 705) 





653 





Can The Market Go To 245? 


The Dow-Jones industrial average closed last week at a new 1949-1950 high of 208.09 
and thus is only some 2% under its 1946 bull-market peak. It continues out of line 
with the real market, which has not yet fared better than it did on the short-lived 
recoveries of 1947-1948. There is no change in our conservative, selective policy. 


By A. T. MILLER 


On March 15, with income tax payments 
out of the way, the Dow-Jones industrial average 
broke out of the trading rut which had been main- 
tained since early February, reaching a new high 
for the 1949-1950 upswing. Despite continuing pro- 
nounced selectivity, this implies that an over-all 
basis, the line of lesser resistance probably is still 
upward at the present time. We say “probably” 
because when a new high is set there can never be 
any certainty that it will not stand as the final high 
until it is significantly surpassed. 

The periodic upward spurts in this market 
have not heretofore generated much speculative 
interest. They have not “cleared the road” for a 
surging forward march. After each hurdle was 
jumped, another loomed up; and proved about as 
hard to negotiate as did the previous one. Whether 
it will be different in the present instance remains 
to be seen. It may be noted that the “break-out” was 


accomplished by a single session rise of 2.76 points 
in the industrial average on volume of about 1,800,- 
000 shares; and that in subsequent trading sessions, 
up to our press time, the turnover was larger but 
the added gains were slight. In this limited period, 
then, the “churning around” looks very much like 
that which heretofore has slowed or interrupted the 
general advance for interludes of some weeks dura- 
tion after each fresh step forward. 


The Detailed Picture 


The Dow industrial average ended last week 
(March 18) at 208.09, or only 4.41 points under its 
1946 bull-market peak. The rail average—still re- 
garded by many people as having some barometric 
significance and capable, therefore, or affecting their 
market thinking—remains quite sluggish. It stands, 
as we write, a sizable fraction under its March 4 
high of 56.60. The latter was only 
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VTWE MARKET 13 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS™ 


nominally above the best level reached 
three months earlier in January; and 
was not within hailing distance, as 
market distance for rail stocks must 
be figured today, of the 1946 high of 
68.31. In contrast, it is interesting to 
note that the Dow utility average has 
now at last duplicated its 1946 bull- 
market high. 

Generally speaking, the stocks which 
have fared well in this market have 
had some real basis for doing so. 
Throughout, and very notably so, it 
has been a market of stocks. It has 
not yet been possible to buy stocks at 
random, figuring that a revival of gen- 
eral speculative demand would take 
them higher. To date, it has been far 
easier to make mistakes in speculative 
selections than in choices among stocks 
which have investment attributes. Op- 
erating utilities clearly have a superior 
earnings prospect for a year or more 
ahead; dividends are reasonably good 
and likely to “stay put’; and the 
stocks have sufficient investment flavor 
to be indirectly aided by the Fair Deal 
cheap-money policy, which has been 
reducing prevailing yields on good- 
grade fixed-income securities for some 
time. We cite this to illustrate a point, 
although it inevitably results in some 
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over-simplification. 


Utility action is mainly YEARLY RANGE 
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a new 1949-1950 high of 
90.17, is still slightly under 
its 1948 high and only a 
fraction above its 1947 trad- 
ing-range high. It would take a further rise of nearly 
25% to equal the 1946 high, comparing with a re- 
quired rise of slightly over 2% for the Dow industrial 
average. These wide differences pose some important 
questions. 

Obviously, it would not take a great deal of demand 
to put the average of the 30 particular stocks in the 
Dow industrial average above its 1946 high. That de- 
mand may or may not develop. It would not make sense 
to buy stocks here—especially typical, run-of-the- 
mine stocks whose behavior is accurately reflected in 
our weekly indexes—unless you were strongly con- 
vinced that the average will rise above its 1946 high 
by a really wide margin; and that the general run of 
stocks will keep considerably more in pace with Dow- 
Jones’ famous, and not too representative, 30 issues 
than they have done up to now. Bullish observers, of 
course, are now pulling all sorts of “logical objectives” 
out of their hats. Some think that the Dow average 
“ought to be able” to go to at least 225. Others see a 
chance it might reach the 245-250 level, which would 
be a further rise of some 18%. 

Of course, there can be no infallible answer; for 
market action always depends much more on human 
emotions than on facts. For example, present annual 
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rates of production, national income, corporate earn- 
ings and dividends are not greatly different from what 
they were last June. Yet the Dow average fell to about 
162 then, and is about 208 now. 


Further Advance Might Take Time 


One thing to note is that there is an inexorable law 
of diminishing returns in protracted market advances. 
Thus, even if there is some chance for a further rise 
of 18% in the Dow average, that compares with a rise 
of over 28% already scored. During the approximately 
9 months this uptrend has been maintained, the aver- 
age monthly rise figures slightly over 5 points in this 
average; but for the last five months or so, the 
monthly average gain comes down to 3.2 points, which 
approximates the pace of the final six months or so 
prior to the 1946 bull-market high. If you assume that 
this rate can be maintained, which is surely open to 
doubt, it would take nearly a year, or until early 
March, 1951, to put the average to 245. The longer the 
time factor, the greater is the risk that something 
might happen in the economy, in politics or foreign 
relations to shift the prevailing human emotion from 
today’s hope to tomorrow’s (Please turn to page 705) 
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Is Revaluation of Business Prospects 
... Necessary Due To Coal Strike? ... 


By E. A. KRAUSS 


VWI aior strikes have a way of upsetting every- 
thing but the stock market, as the latest coal crisis 
has shown, though fortunately it ended just before 
complete industrial paralysis set in. This fortuitous 
circumstance in part at least was due to the fore- 
sight of the steel industry, in stocking up with coal 
well in advance, rather than the tender mercies of 
the coal miners or a helpful attitude by Govern- 
ment. Yet it has caused interruptions and disloca- 
tions which may well have profound repercussions. 

From a broad economic viewpoint, the most im- 
portant question perhaps is: How will these affect 
the business timetable? At the turn of the year, the 
concensus of opinion saw nothing but prosperity 
ahead in the first half, though the second half was 
subject to a good deal of conjecture. The question 
now is whether the strike has put more guessing 
into the first half, and whether the second half out- 
look has improved or is becoming even more prob- 
lematical. 

Industrial production, as we know, has been 
thrown into reverse by strike impacts, necessarily 
levelling out first half expectancies, and the effect 
of the strike on corporate earnings will also be felt 
in various directions. True, a rapid rebound is now 
underway. Yet it remains to be seen whether the 
snap-back will have sufficient vitality to carry pro- 
duction back to the January level. Strikes today are 
essentially deflationary. Shutdowns do result in an 
accumulation of demands, principally in durable 
goods, and a rise in activity immediately after their 
termination. But the loss in purchasing power is not 
recovered and this is apt to make for slower busi- 


656 


ness later on. The matter of timing is of course 
important. 

As this is written,, a scant two weeks after the 
ending of the coal tie-up, both coal and steel output 
is almost back to normal. Yet we can hardly expect 
that industrial production in March will top Febru- 
ary if indeed it can match it. And in February, the 
FRB production index was down to 178% of the 
1935-39 average, off five points from the January 
recovery high of 183%. The rebound may be more 
pronounced in April as recovery trends gather force 
and momentum, but then also industry will begin to 
feel seasonal trends normally pulling in a downward 
direction. 

To what extent the post-strike snap-back will off- 
set this downpull will importantly determine overall 
industrial operations in the first half. Though many 
factors of strength exist, it is a foregone conclusion 
that it will not be quite as good as it otherwise 
might have been, because of the irreparable strike 
loss which has already occurred. But because of 
strike-accumulated demands, the second half — or 
at least the third quarter — may benefit. What all 
this amounts to is that the test of the recovery 
strength from last summer’s low is likely to have 
once more been postponed. 


Levelling Out the Production Curve 
This highlights the role of major strikes in tend- 
ing to level out peaks and valleys in the postwar 
production curve, and it is by no means the first 
time. Something similar happened last Autumn 
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when the steel strike put off the long expected test 
of the true demand for steel, and thereby of the 
strength of the economy as a whole. The steel strike 
markedly lowered industrial production in the sec- 
ond half of 1949, just as the coal strike will have 
the same effect as far as the first half of this year 
goes. To offset this, deferred steel demand after the 
steel strike decidedly improved prospects for the 
first half, hence the optimistic year-end forecasts 
which did not take into consideration the possibility 
of a protracted coal stoppage. 

The aftermath of the steel strike was in large 
measure responsible for the vigorous improvement 
in industrial production until the coal strike inter- 
vened. Something akin to that, it is thought, will 
now happen after the coal strike. Business is looking 
forward confidently to maintenance of a fairly high 
level of activity at least for the next six months. 
The cloud darkening the second half outlook has 
lifted somewhat, at the expense of first quarter 
operations. 


How Much Wishful Thinking? 


One may remark that in all this there may be at 
least some degree of wishful thinking though the 
logic of such reasoning, especially also in view of 
what happened in the past, cannot be denied. But 
there may well be a point of diminishing return in 
the element of strike-deferred demand, so heavily 
relied upon in this prognosis. Thus perhaps even 
more important is the question: How much vigor 
was still left in the postwar boom before the steel 
strike, and later the coal strike, upset calculations? 
Are there still latent effects of the steel strike to 
cope with? And, just how great a factor will the 
strike-caused loss of income turn out to be? 

At this stage, no one can offer exact answers but 
there are certain facts, and straws in the wind, that 
deserve attention in weighing definite conclusions. 
The question has been posed whether the uptrend 
would have levelled off in February anyhow, regard- 
less of the coal situation. We greatly doubt it. In 
our view, business would assuredly have been better 
last month than in January had it not been for the 
retarding effects of the mounting coal shortage. 

One reason is that business statistics for January 
held elements of considerable strength. Among the 
encouraging developments was the increase in new 
orders for machine tools to the highest figure for 
any month since August 1946. This gives support to 
predictions that industry, while cutting back on 
plant expansion, may be replacing and modernizing 
on at least an equal scale, that the downtrend of 
business outlays for capital investments is likely 
to level off rather than continue. 

The vital automobile industry came through with 
extremely high production schedules for the first 
half of the year. Construction continued very active 
despite off-season influences. Paper mill operations 
were running well above a year ago, and new orders 
for paperboard, which is used in almost all lines 
of business, have been very large. The volume of 
trade, seasonally adjusted, remained quite high. Gen- 
erally, incoming business since the first of the year 
was satisfactory and many industries had good 
backlogs of unfilled orders. 

These and other data that could be cited warrant 
the opinion that the recovery from last summer’s 
low has not yet spent itself, and this force will add 
to general activity during the forthcoming catching- 
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up period in coal and steel. True, in some lines there 
are indications that primary production may be out- 
running consumption of finished products, and that 
inventories are being built up. But inventory policies 
generally are conservative, hence this is not likely 
to be seriously overdone. 

As to the effects of the steel strike, they were cer- 
tainly beginning to wear off early in February and 
a test of the vigor of current steel demand by April 
had to be expected. Now the test will come later 
though it probably will not be quite as long de- 
ferred as some observers think. Recent comments in 
steel quarters paint a rosy outlook for the second 
half, pointing to encouraging signs for near-capacity 
business for the full year. But such optimism should 
be tempered not only by the strong possibility of 
further strikes in the auto industry, what with Gen- 
eral Motors pension negotiations coming up in May 
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and a marked stiffening of labor demands indicated, 
but also by the fact that the cutback in steel opera- 
tions during the coal strike was brief and relatively 
moderate and the production loss little more than a 
week’s output. 

Accumulated demand thus may be less than gen- 
erally believed, despite current pressure for de- 
liveries; and return to a current demand basis may 
come sooner than expected. Barring further strike 
upsets, this test in our view could readily come early 
in the third quarter, particularly if auto production 
is then falling off, as it likely will. By that time, 
construction activity, too, may ease off somewhat, 
especially in the residential field. It is interesting to 
observe, in connection with the steel outlook, that 
Chrysler, though shut down by a prolongd strike, 
has been taking steel steadily without tonnage re- 
duction, thus should be well supplied, probably over- 
supplied, when the strike ends. General Motors poli- 
cies, should a strike eventuate, will of course have 
an important bearing on conditions then. 


Loss of Workers’ Income 


The impact of strike-caused income losses is more 
difficult to appraise, that is the loss of workers’ 
income. Such income is lost of course, but its loss 
may be less noticeable than one would normally ex- 
pect, so long as the nation’s income can be propped 
sufficiently. Consumer spending may be bolstered 
by whatever wage gains labor can extract from in- 
dustry, by stepping up defense spending, by public 
works and liberalized unemployment insurance 
benefits, and generally by a variety of steps aimed 
at maintenance of high economic activity. 

Such moves may be speeded and intensified by 
mounting official concern over unemployment which 
last month exceeded the 4.5 million mark and is 
likely to grow even in the face of active business, 
because of our mounting labor force. The number 
may swell to five or six million later in the year, 
an unpalatable prospect in an election year, hence 
the pressure to take counter-steps. Unless the em- 
ployment gap can be narrowed, pump-priming even 
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in prosperity is apt to expand if only out of political 
considerations. 

It is one reason why we think that the income loss 
due to strikes will not be too important a factor at 
this stage. Moreover, when it comes to consumer 
spending, willingness to spend may be as great a 
factor as ability to spend, since shortages are filled, 
demand has lost its urgency and spending has be- 
come far more selective and deliberate. In time, this 
is likely to affect consumer durable goods rather 
more than soft goods, demand for which is in- 
herently more stable. 

Summing up, the immediate business outlook is 
good, though even in near months when boosts from 
strike-deferred demand will be felt most, there will 
be nothing like a uniform performance. Some 
bumps, some seasonal fluctuations must be expected, 
including the usual mid-summer let-down and tough 
going for some lines, such as textiles, even before 
mid-year. But overall business should remain on a 
fairly high plateau at least through the second quar- 
ter and probably longer. Thereafter we shall again 
face a test of the strength of our economy, a test 
that should show whether the recession is a thing 
of the past or whether the boom is petering out 
further. 

The latest postponement of this test, widely ex- 
pected late this Spring, conceivably was not entirely 
unwelcome in Washington. A temporary let-down 
due to strikes, if followed by a subsequent if partial 
recovery, is less troublesome politically than a per- 
sistent, if gradual downtrend in business, especially 
if the true character of the latter is difficult to rec- 
ognize. For there is still the possibility that our 
recovery since last summer merely marks an inter- 
lude in a slow but basic downtrend that may have 
some way to go yet before bottom is reached. 

If so, revaluation of business prospects because of 
the effects of the coal strike is needed merely for 
the nearer term. Strikes may stretch out demand 
temporarily, but they can hardly reverse basic 
trends. If, however, the recent recovery is a genu- 
ine recovery from recession, the latter half of the 
year will reveal it, unless Government pump-prim- 
ing again interferes with the natural course of 
events. It may be, of course, that even such pump- 
priming may merely slow the ebb tide of business 
rather than swell the flood tide. 


Second Half Should Be Better Than Expected 


But as formerly stated, the second half should 
turn out somewhat better than expected, and bar- 
ring further and serious strike upsets, the second 
quarter should show progressive strength. The boom 
in housing and the automobile industry is then ex- 
pected to reach its peak. The auto situation in par- 
ticular has been markedly affected by the coal 
strike, in that the latter has made it impossible to 
build up the heavy dealer inventories regarded as 
desirable for the Spring buying rush. Thus many 
dealers, instead of having to cope with a glut of 
cars, haven’t quite enough, though this will be reme- 
died in time as output is again getting in high gear. 
It’s not the strike alone, of course, which has 
brought about this situation, but also the astound- 
ing vitality of consumer demand, and the protracted 
Chrysler strike is likely to prolong it. 

Partly because of these factors, but also because 
most lines of business have already undergone con- 
siderable postwar adjust- (Please turn to page 704) 
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What’s Behind the . . 


Figures in Annual Reports 


By J. C. CLIFFORD 


“Ine over-all industrial picture for 1949 has 
become more clearly defined now that the majority 
of leading firms have issued their annual reports. 
The underlying vigor of the economy in a year 
marked by abnormal] conditions during all four quar- 
ters was amply proved in most sectors. Despite the 
impact of suddenly curtailed demand and produc- 
tion, together with fluctuating prices for both raw 
materials and finished goods, marked recovery in 
the latter part of the year enabled industry as a 
whole to report one of the most successful twelve 
months on record, though failing to equal the pre- 
vious boom year, and to look with confidence to 1950. 

The varying experience of different groups dur- 
ing the radical readjustment period was marked, 
and as was to be expected, the return of genuine 
competition has quickly shown up basic advantages 
or disadvantages of individual concerns. 

On balance, however, results were quite encour- 
aging. A compilation of 2,100 corporate reports by 
the National City Bank of New York reveals that 
aggregate net earnings after taxes last year declined 
about 9%, a surprisingly good showing considering 
that the comparison was with the abnormally high 
base of 1948. Total net income of this large group 
amounted to $6.3 billion compared with $6.9 billion 
the year before. How broadly the decline in net in- 
come was spread among some 50 different indus- 
tries covered in the compilation is shown by the 
fact that 38 shared in the dip compared with 14 
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that were able to report an up- 
trend in net. Of 1,006 manufactur- 
ing concerns reporting, 70% had 
smaller earnings than in 1948, 
while 30% had increases. Produc- 
ers of automobiles were foremost 
in gains, with an uptrend of 31%, 
followed by the glass industry with 
28%, agricultural implements 22%, 
cement 18%, tobacco products 12% 
and chemicals 10%, to mention 
a few. 

In contrast, manufacturers of 
cotton goods experienced a drop of 
60% in net last year, with the textile group gener- 
ally and household appliances each off 47%, lumber 
and wood products 54%, clothing 38%, rubber goods 
27%, drugs and cosmetics 30%, building, heating 
and plumbing products 28%, meat packing 35%, 
and machinery 28%, to cite some of the more im- 
portant downtrends. The steel industry as a whole 
seems to have experienced a nominal decline of only 
1% in net earnings; producers of auto parts re- 
ported earnings lower by 2%. 


Minority Shows Substantial Profit Gains 


It will readily be seen that with such a marked 
preponderance of leaner earnings by so many forms 
of enterprise, the relatively good performance of 
industry as a whole was achieved only by exception- 
ally good results by a minority reporting substantial 
profit gains. In a still broader manner this applies 
to the varying experience of the representative con- 
cerns comprising the different groups. In other 
words, all the percentages we have mentioned were 
heavily weighted by the outstanding results attained 
by a relatively few vigorous divisions in the econ- 
omy, and in turn by the excellent progress of their 
stronger units. 

The foregoing was equally true in the boom year 
1948, when 59 companies out of 1,006 reported 
deficits totalling $36 million, despite the record level 
of over-all industrial earnings. But last year it is 
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interesting to note that the number forced into the 
red expanded to 111 concerns with aggregate defi- 
cits of $53 million. Despite this extended trend, 
though, it should be realized that hardly more than 
5% of the reporting firms operated unprofitably 
last year, and that their total losses were less than 
1% of aggregate earnings of the group covered. 


Transient vs. Permanent Factors 


Because the operating experience of so many con- 
cerns in 1949 was colored by factors that might prove 
of either temporary or permanent influence, such as 
strikes that constricted materials supply, caused shut- 
downs or otherwise lifted costs, it is necessary to 
study the progress of different companies from 
quarter to quarter. Additionally, it is important to 
appraise the indicated ability of managements to 
meet severe competition and declining prices with- 
out unduly impairing margins and net earnings. 
Operating economies achieved through completion 
of modernization programs, strongly entrenched 
trade positions and the usual year-end bookkeeping 
adjustments importantly benefitted the earnings of 
many firms, while heavy overhead expenses, reduced 
volume and lower prices proved serious obstacles for 
others that previously had found the going easy in a 
sellers’ market. 

In order to assist our readers towards an under- 
standing of what transpired in 1949 with a repre- 
sentative group of outstanding concerns, we append 
statistical data of about 40 selected companies from 
different industries. Included are data for both 1948 
and 1949, embracing net sales, operating margins 
and net per share. Additionally shown are per share 
earnings for each of the four quarters of last year. 
The latter are especially interesting in that they 
generally reflect the changing conditions through 
1949. The statistics, however, fall a long way short 
of revealing the problems faced, the methods of de- 
termining earnings or the company outlook on the 
road ahead. In consequence, we will now discuss 
some of these situations in greater detail. 


Admiral Corporation 


The achievement of Admiral Corporation last year 
in advancing its sales from $66.7 million in 1948 
to $112 million in 1949 was an exceptional perform- 
ance, particularly as an uptrend was extended from 
a modest base of $4.6 million ten years earlier. This 
concern was well situated to benefit from the tele- 
vision boom, manufacturing 400,000 sets in 1949, 
aside from sizable quantities of electric ranges and 
refrigerators. With ample supplies of essential ma- 
terials at reduced costs, and with demand for tele- 
vision sets exceeding supply, the company’s operat- 
ing margins on expanded volume rose to 12.5% 
compared with 9.2% in 1948. 

Net earnings advanced 126% to $4.12 per share 
as against a volume gain of 68%. As our table 
shows, earnings rose sharply in the final quarter of 
1949, and the trend seems likely to continue in the 
current year, the result of record backlog orders 
that suggest a production of 700,000 TV sets in 
1950. The stiffest kind of competition, has arisen 
and is apt to narrow profit margins henceforth. 

National Gypsum Company reported volume of 
$59 million in 1949, off about 12% from the level 
of 1948. Accounting for more than a third of the 
shrinkage in sales were price reductions. A reces- 
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sion in building activity 1n the first half year was 
later followed by a persistent spurt that raised sales 
and earnings to their quarterly peak in the final 
three months. Good cost controls were evidence dur- 
ing the readjustment period, as operating margins 
narrowed no more rapidly than volume. Net earn- 
ings of $2.57 per share, though, were about 28% 
below the previous year despite a marked uptrend 
in the last six months from a low in the second 
quarter. For several years past this company has 
been instituting a number of operating economies 
that should bear fruit in the current year, so that 
with the sales outlook enhanced by assured high 
level building activity, net earnings should recover 
considerably from their reduced level of last year. 


General Electric Company 


Although the diverse output of General Electric 
Company was priced about 5% lower by the end of 
1949, volume of $1.6 million was only 1.2% below 
the previous year. As in 1948, sales of producers’ 
goods accounted for about 65% of total volume, with 
35% representing consumers’ items. Unstable mar- 
ket demands adversely affected production schedules 
and earnings in the second and third quarters, but 
both sales and profit margins were more favorable 
in the final quarter, in which the company reported 
net earnings of $2.01 per share or 46% of the year’s 
total of $4.36. The latter compared with $4.29 in 
1948, but the rise was considerably distorted by 
bookkeeping adjustments at the end of 1949. 

In the annual revaluation of inventories, an ab- 
normal amount of $13 million had to be credited to 
income account. Furthermore, 44% of annual divi- 
dends from non-consolidated affiliates were received 
in the final quarter, swelling income abnormally for 
that period. The management foresees another good 
year in 1950, if no major change occurs in basic 
economic conditions, in which event the company’s 
volume should be comparable to 1949. Looking fur- 
ther ahead, the prediction was made that in spite of 
any temporary setbacks, the demand for electrical 
products should expand over the longer term. 

Typical of general experience in the oil industry 
last year was that of Shell Oil Company. While de- 
mand for Shell products did not decrease, but in 
fact expanded, a downtrend in prices for some items 
and enforced curtailment of crude oil production in 
Texas resulted in lower volume. 1949 sales of $816 
million compared with $830 million in 1948, while 
net earnings declined to $5.67 a share from $8.27. 
It should be realized that Shell Oil, in contrast to 
most of its competitors, charges all intangible de- 
velopment costs against income, and that last year 
these were unusually large. Total deductions, includ- 
ing the foregoing plus depreciation, depletion and 
other write-offs, were $17.5 million more last year 
than in 1949, a sum equal to about $1.32 per share. 
Hence 1949 earnings as reported were figured on an 
ultra-conservative basis. 

In the past five years, this concern has expended 
more than $477.5 million for capital investments, 
against which write-offs have amounted to $309 mil- 
lion; long term debt has increased $32.3 million and 
retained earnings of $135.7 million furnished the 
necessary funds for the balance. Now that major 
outlays for new facilities have been largely com- 
pleted, working capital needs will lessen but high 
construction costs will require increased deprecia- 
tion rates. As a larger (Please turn to page 704) 
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Comparative Sales, Earnings and Operating Margins of Leading Companies 











































































































































































































—Net Sales— Operating Margin 
—($ million) — 9 —Net Per Share— ——Net Per Quarter 1949-—_—_ 
| 1949 1948 1949 1948 1949 1948 Ist nd 3rd 4th 
| Admiral Corp. $112.0 $66.7 125% 92% $412 $182 $.77 $81 $.74 $1.80 | 
| American Brake Shoe 91.7 120.1 650. 68 322 442 14128 4106 52 38 | 
| American Encaustic Tiling 4.5 24 275 24.3 12 56 tiBitt« 30028 
[American Machine & Metals ™ 13.1 3.5 8.8 _ 1.82 08 J . at 
| American Snuff 13.3 12.9 20.6 23.0 3.40 3.77 1.81 b 85 1.14 
Armstrong Cork 163.3 173.0 ‘10.1 10.3 6577.5 280b 377 | 
\Barnsdall Oil 37.4 37.1 62.3 65.7 7.96 642 174 153 178 291 | 
| Beech-Nut Packing 69.0 72.7 98 i222 284 129363 1.63 454 73 94 | 
hich Commpomey 266.6 219.5 9.4 72 412 248 1.04 95 1101.03 
| Celanese Corp. of America 71.2 2303 205 287 3.19 661 Id 7460 
CcomrC...... AF | Oe|0CC tC |C CCC 
Doehler-Jovis ................. 650 769 1030 176 £54 729 «21160 £4.45) 127 1.03 | 
| DuPont 1,031.9 977.8 23.7 203 4452 328 £491 90 1041.67 | 
Elliott Company ee 26.2 27.3 19.60 17.7 685 7.14 4199 248 210 28 | 
| Foster Wheeler ... 77.4 764 8.6 71 13.249 5.87 b 7376 
| General Electric . ‘1,613.5 1,632.7 11.7 125 436 429 93 69 B 2.01 
| Industrial Rayon nes 49.6 55.0 209 365 601 831 74 I5l tol 175 | 
| international Business ‘Machines 183.4 ‘161.9 29.2 28.2 12.64 ‘II 297 9 3.19s3.28s3.25sCd| 
| International Nickel. cu. 1828 197.0 28.6 32.6 2.08 255 84 53 32 3 | 
“Kennecott Copper .. 246.3 348.1 29.6 23 44 #86 4.  21Sb .. 2.30 | 
| Libby-Owens-Ford Glass 134.2 113.5 27.7 23.6 8.20 5.56 1.52 204 239 225 | 
| Link-Belt 88.1 106.0 1430 18.3 973 1437 249 «229 «260 2.35 | 
|Lorillard (P.) Co. 153.5 140.2 7.8 7.1 232 OlUkkthhmlmlC Ol OOUhlCHhhlCO 
| National Biscuit _. 2944 296.2 i230 18 317 4334 77 5 74 Bl | 
| National Dairy Products 897.6 986.4 63 4.1 526 403 ... 263b ... 263b 
| Matieal Copane 59.4 68.1 17.4 20.3 2.57 360 67 38 .4 78. 
| National Supply 130.8 160.1 N.A. 12.8 3.44 8.01 2.01 87 04 52 
| National Tea Co. 274.3 270.1 2.6 2.3 5.78 5.08 134c 1.19 NBZe NB 
| Penick & Ford 36.7 40.8 10.8 8.2 3.40 2.86 ““ 2 98129 
enn Sihide Comant , 17.9 18.4 22.9 23.2 4.37 4.86 59 1.24 1341.20 
Phelps Dodge . 194.3 242.5 26.0 33.1 685 10.30 252 102 .... 330b 
Pure Oil . 263.3 281.3 22a 19.0 6.22 9.91 2.99 b 3.23 b 
Rayonier ......... 48.7 63.4 22.2 29.2 4.75 9.09 171 1.16 32 1.56 
Scott Paper . 83.5 73.5 11.3 8.5 6.07 4.15 1.29 1.45 3.33 b 
Shamrock Oil & Gas... 24.6 21.4 28.5 38.6 3.63 4.28 1.09 76 72 1.06 
Shell Oil .. 816.4 830.4 11.8 17.9 5.67 8.27 1.59 1.20 1.26 1.62 
RIL PING coe a 132.7 134.6 2.7 5.3 1.01 2.48 65bd es 1.66 b 
Texas Gulf Producing.................. 92 9.7 51.7 57.9 3.13 3.72 75 .80 .83 75 
Thompson Products 107.6 96.9 9.0 8.3 12.88 9.57 2.06 3.50 3.85 3.47 
Westinghouse Electric ....... 945.6 970.6 11.8 10.0 4.95 4.11 79 1.31 1.54 1.31 
N.A.—Not available. (c)—12 weeks. 
(a)—Pre-tax margin. (d)—Deficit. 
(b)—6 months. (e)—16 weeks. 
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Recent... 
Dividend 
Omissions- 


Reductions 





By GEORGE W. MATHIS 


Wire the principal feature of the general 
dividend picture is their stability, it goes without 
saying that there are always exceptions. There has 
recently come to hand quite a crop of dividend in- 
creases, the significance of which was discussed in 
our last issue. But there have also been dividend re- 
ductions or omissions, though fewer in number. 

In this article we shall deal with the latter, their 
fundamental causes and the outlook for a reversal of 
the trends that made adverse dividend decisions nec- 
essary. To know this is essential for the stockholder, 
for it is the fundamentals of a situation on which he 
must base his decision whether to hold on to his 
stock or sell out. Either course, unless taken judi- 
ciously, could prove erroneous and costly, depending 
on circumstances. 

As was to be expected, the ebbing of the postwar 
boom, return of heavy competition and lower prices 
was apt to affect the showing of companies particu- 
larly vulnerable to such influences, especially of nor- 
mally marginal concerns, and such factors may con- 
tinue to be felt in the future, possible in mounting 
degree. But some adverse dividend actions have also 
been due to transient influences such as strikes, in- 
ventory losses and other non-recurring factors. 

Where, in such instances, dividends have been cut 
or omitted. such action primarily reflected either 
weak finances or the desire to steer a prudent finan- 
cial course. On the whole, however, it is useless to 
generalize. A detailed study of all factors involved 
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is necessary to bring out the true picture. 
We shall do this in the following, discuss- 
ing a number of situations out of a some- 
what larger list shown in the accompany- 
ing tabulation. 

American Locomotive Company last 
month declared a common dividend of 25¢ 
instead of the 35¢ paid quarterly during 
the last three years. The directors indi- 
cated that they thought this change pru- 
dent in the light of the less assured outlook 
now, compared with a year ago. Actually 
the company reported somewhat higher 
sales and earnings for 1949 with per share 
net of $2.50 versus $2.30 in 1948. Still 
1949 profits were less than anticipated at 
the beginning of that year. 

The management explained that produc- 
tion economies resulting from the full 
changeover to diesel production from 
steam were largely offset by price cuts on 
diesel-electric locomotives, production set- 
backs caused by shortages of materials and 
by unusually heavy expenditures for new 
developments and improvement of existing 
products. Earnings for the second half of 
the year thus were about $900,000 less 
than in the first half, reflecting chiefly 
competitive reductions in selling prices. 

At the year-end, the company’s order 
backlog was $50 million. Together with the 
fact that demand for diesel-electric locomo- 
tives is likely to continue high for the next 
few years, this points to a goodly rate of 
operations in 1950 but the pinching of 
profit margins due to competitive condi- 
tions may not be readily overcome. In ad- 
dition, a company-paid pension plan will 
become effective May 1, further adding to 
costs. In the circumstances, it is understandable that 
the management prefers a conservative dividend pol- 
icy. Around current price of 1514, for the stock, the 
reduced dividend potential appears fairly well dis- 
counted. Should the 25¢ interim payment remain as 
quarterly rate, the annual $1 payment would still 
yield 6.7%. Any improvement in operating results 
and outlook might of course lead to reconsideration 
of dividend policy. 


Commercial Solvents 


Not entirely unexpectedly, Commercial Solvents 
reduced its quarterly dividend to 25¢ from previ- 
ously 37.5¢. Earnings last year declined to $1.28 a 
share from $2.10 in 1948. Several factors affected 
the business. One was the sharp drop in the price of 
alcohol and solvents about a year ago. Another was 
the steady decline in the price of penicillin of which 
the company is a large producer. The new dividend 
rate, if continued, will bring the yield down to 5.9% 
compared with 8.9% on basis of last year’s total dis- 
bursement of $1.50 a share. 

Price competition in the alcohol and solvents fields, 
due to overcapacity, in the past has frequently af- 
fected earnings which in fact have been in a down- 
trend since 1948 after the stock in 1947 was placed 
on a $1.50 annual dividend basis. What with the nar- 
rowed earnings coverage last year, a reduction was 
to be expected. Yet the stock held up relatively well. 
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This is ascribed to the long range profit possibili- 
ties seen in the company’s activities in the pharma- 
ceutical field including the sale of a newly developed 
drug called Glucurone which has been shown in medi- 
cal tests to be helpful in treating arthritis and sci- 
atica. It is said to have several advantages over the 
widely publicized and expensive hormone Cortisone. 
Glucorone, made for the company (from corn) by 
the Corn Products Refining Co. is comparatively 
cheap and can be produced in substantial amounts if 
demand develops. 


Long Range Potentials 


It is not probable that the new drug will add sub- 
stantially to earnings for some time,. since develop- 
ment expenses are high and output so far limited. 
The outlook elsewhere does not permit the expecta- 
tion of a sharp rebound in the near future. An early 
change in the dividend rate would therefore not 
seem a logical expectation. Relatively good price 
action of the stock reflects longer range expec- 
tancies, realization of which must be awaited but 
which of course hinge on other products besides 
Glucurone. 

The passing of American Woolen’s common divi- 
dend coincided with issuance of an extremely drab 
1949 report which together with the uncertain out- 
look in the company’s business furnished ample ex- 
planstion for the management’s action. Per share 
net dropped steeply to $1.18 from $15.88 in 1948, 
with sales dwindling from $197.8 million to $132.1 
million. The operating margin shrank from 13.4% 
in 1948 to 1% last year. In 1948, the company paid 
dividends of $8 a share, and $3.50 was disbursed in 
1949, the last quarterly payment amounting to 50¢ 
compared with $1.50 paid in the first quarter. 

The future dividend outlook is extremely uncer- 
tain. While sales and earnings had recovered some- 


what in the fourth quarter when 69¢ a share was 
earned, a company spokesman indicated that the cur- 
rent quarter’s earnings will certainly not compare 
favorably with the like quarter of 1949 when net in- 
come of $1.25 a share was reported. 

Near capacity production is needed for most 
profitable operation and this obviously is not in 
sight. Moreover, the company has been unable to cut 
its manufacturing costs from the present high level, 
largely because of the necessity of maintaining pres- 
ent direct labor costs. Inflexible labor costs, coupled 
with high wool prices and sharply reduced demand 
for woolen and worsted fabrics are likely to continue 
to affect results. Wool prices will tend to stay at high 
levels and demand conditions will make it difficult to 
fully adjust sale prices. 


Shake-Down to Normal Pattern 


Basically, this sharp drop last year in sales and 
earnings reflects the sudden but not unexpected end 
of extraordinary postwar demand for civilian fab- 
rics. Coupled with inventory losses, uncertain raw 
material prices and high manufacturing costs, it was 
inevitable, and with domestic production capacity 
in the field now in excess of the consumption poten- 
tial, any approach to high postwar sales and earn- 
ings appears out of the question under foreseeable 
conditions. The company’s operations still have to 
shake down to what might be called a normal pat- 
tern, thus the future earnings potential is difficult 
if not impossible to appraise at this time. And the 
future dividend policy will naturally hinge on the 
indicated profit potential. Its clarification. will take 
time. 

At current price of about 23, the stock has come 
down a long way from its 1946 high of 7034 and the 
1949 top of 385%, but in the circumstances described 
and in view of the com- (Please turn to page 702) 
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Companies which Reduced or Omitted Dividends in 1950 

——Net Sales——— Operating Margins . “Interim Payments -_ 
1949 1948 1949 1948 Net Per Share Dividends PerShare Reduced in 1950 Recent 
—($ millions) — ye yes 1949 1948 1949 1948 From To Price | 
\ neaiean Tonk ie NA. $21.4 NA. 248% $2.64 $3.71 $2.00 $220 $.40Q $.25 20 | 
| American Locomective _ $1472 143.9 NLA. 5.8 250 2.30 140 1.40 35Q 25 15\/, 
American Safety Razor 13.5 6.3 35E 47 50 .75 .12'47Q Omitted 75 
American Woolen... ‘(132.1 «197.8 s10%H—idBHAC BS BB 8.50 = 8.00 = 50Q_ Omitted ~— 23% 
|Chesapeake & Ohio... 273.9 334.5 BO. 75.9 136 3.72, 3.00 = 3.00 = 75S Omitted ~=—29% 
[Commercial Solvents... 33.3 4S NAT 20.5 1282.10 1.501.503 7'4Q 25 16% 
| Eagle Picher 63.3 794 dO 220d 626 180 180 45Q  30Q 16; 
| General ¢ Cable 60.1 786 NA. 81 42. #4175 4.70 #411.00 10 Omitted 71% 
thn in a a 845 (1058 = 4.09.0 1.67 3.67 #424150 250 50 Omitted 16!) 
Goodall-Sanford .. wo 448F 461 4600 73888527 25 Omitted __ 14% | 
Heyden Chemical 26.1 24.9 98 #193 91 2.04 = 1.00 = 1.00 = .25Q_ Omitted 13% | 
International Shoe... 190.0 219.8 6. ne > 26 4.06 | 3.00 — 3. oo 75Q 60 42%, 4 | 
Packard Motor Car 214.1 231.9 NAA. 10.1 51 1.01 ___.50 35 25 Omitted 3%, | 
Paraffine Companies 31.2f 31314014224 2401.20.20 30Q IS 165% 
Pepsi-Cola oo nnn 46.6 124 40E =—55 20s «10——s« Omitted ~=—s10% 
Pittsburgh Conaiietion Zeal. 235.4 14.6 6.00E 10.50 3.00 2.25 75 50Q 28% 
Simonds Saw & Steel y 22.5 30.4 14.2 21.1 3.45 6.69 2.60 3.70 1.00 __-50 31% 
Southern Railway B27 h 245.0 78.23 75. 4 6.87 12.52 4.00 3.25 1.00 ao 34!) 

N.A.—Not available. (c)—Pre-tax margin. (g)—Year ended October 31, 1949. 

(a)—Plus stock. (d)—Deficit. (h)—Total operating revenues. 

(b)—Year ended September 30, 1949. (E)—Estimated. (i) —Operating ratio. 

(f)—Year ended June 30, 1949. 
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Happening t in Sahn My 
Washington 


REASON for the delay in appointing a successor to Dr. 
Edwin G. Nourse as chairman of the President’s 
Council of Economic Advisers, is coming to light. 
There is a concerted and, up to now, quiet drive to in- 





WASHINGTON SEES: 

An Easter recess, plus the certanity of lengthy 
debate, will slow the progress of the first omnibus 
appropriation bill of modern congressional history. 
Sponsors of this type of federal spending control 
won't rush matters. They appreciate that the sys- 
tem is on trial, that hasty action could cause a re- 
version to agency-by-agency budgeting. 


Projecting a billion-plus cut below President 
Truman's “rock bottom” 42.4 billion dollar esti- 
mates, the omnibus bill will clear the house com- 
mittee before the recess but isn’t scheduled to 
come to the floor for debate before late in April. 


Appropriations committee chairmen on both 
sides of the Capital welcome the delay. It will af- 
ford time for editorial discussion. And the senators 
and representatives, back in their home precincts 
from April 6 through April 17, can pick up the re- 
actions of their constituencies, won't have to wait 
for the mail-bag ‘‘mandate.” 


The new budget will put squarely before the 
economy- -talking congressmen the obligation of 
proving by their actions that their words are mean- 
ful. Whether they will be allow local programs to 
fall by the wayside in the interest of less-costly 
overall government, is the big question to be an- 
swered. Unfortunately, deep pessimism over that 
prospect permeates official adinapen. 


Gaining support here is a proposal to 4 
roll call votes on all major items, require the law- 
makers to “stand up and be counted.” 
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POLITICS IN T-H APPLICATION [ae 


By E. K. T. 


stall Leon Keyserling in the top spot. Keyserling has 
been acting chairman for many months, but the 
White House has received constant unfavorable re- 
action to trial balloons sent up to measure the popu- 
larity of a suggested promotion of the politically- 
minded lawyer who has been a member of CEA since 
its creation. Keyserling and Nourse split when the 
chairman refused to lobby for White House economic 
policies. The White House thinks now that all has 
been forgotten. 


CONGRESS is determined to find, for the first time, 
exactly what the 125 million dollars of annual sub- 
sidy to airlines stands for. There has been no mathe- 
matical separation of operating revenues from mail 
grants and the Hoover Commission, the Bureau of 
Budget, and now congress frowns on a system which 
actually doesn’t reflect what is paid for carrying the 
mail. One of the end results may be to cut the Post 
Office Department’s half-billion dollar annual deficit. 
But the more important aim is to learn, through 
Civilian Aeronautics Board studies, the points of air- 
line inefficiency and to require their prompt correction 


BIGGEST landlord in the United States, the federal 
government, wants to get out of the business as soon 
as possible. Involved in this operation originally were 
900,000 wartime housing units including 183,000 
temporaries which cost $486 million, 71,500 veterans 
re-use units accounting for $123 million, and 300 per- 
manent multi-units costing $640.9 million. About $25 
millions have been realized from rentals. Steam will 
be put behind legislation to sell the sites to munici- 
palities, give the cities the temporaries, sell them the 
permanents. Buildings the localities don’t want 
would be federally operated. 


LEGISLATIVE approach to cure for the ills of unem- 
ployment suggests a crushing taxpayer load but the 
economy-minded congressmen are on their toes. Made 
work in the shape of federal contracts to industry is 
proposed in several strongly-supported bills. There 
is pending legislation for a $1.7 billion fund to provide 
employment through grants to state and local govern- 
ment for public works, plus another half-billion dol- 
lars to replenish the “shelf” of projects for future 
handling. 
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The demvucratic national committee is putting 













counsel of the National Labor Relations Board who is 
accused by his foes of being partial to employers 




















them of being prejudiced in the opposite direction. 
National Chairman William M. Boyle has sent a resume of 
board action to all committeemen and campaign workers. 
Its concluding lines: "32 injunctions were issued last 
year, all of them against labor unions, the result of a 
law designed to work against unions and for anti-union 


employers." 

































The novel situation of an industry protesting 
that it hasn't enough federal government regulation 

and asking for more, was presented to a house subcommittee. 
The congressmen are gathering information on existing 
laws affecting transportation and have asked a statement 
of viewpoints from the carriers. American Trucking Associations complained there 




























































































































































































are too many exemptions from statutes fixing rates to be charged by highway 
transporters. They, too, want "loopholes plugged," they pleaded. 

1as 

che There was refreshing contrast in the post-British election statement issued 

re- by Senator Robert A. Taft of Ohio, which came more than one full week after the 

“i official commentaries of the republican national committee and several of the more 

ce vocal GOP-ers in congress. Most of the spokesmen, official and otherwise, saw the 

he narrow win of Britain's labor party as the death knell of the Truman-led democratic 

1i¢ party in the United States. Taft, with a hard campaign on his hands, might have 

as been expected to sound the same note. Actually, he said: "I do not Suppose that a 
voter in Ohio is going to change his vote simply because of the British results." 

le, 

b- After two years of operation under what John L. Lewis calls the "slave labor 

‘] law," unions appear to be well-heeled slaves. Failure of the government's contempt 

of action against United Mine Workers left its multi-million dollar bank balance 

ah undisturbed, and Lewis promptly offered a 1 million dollar gift to bolster the 

1e United Auto Workers strike against Chrysler Corporation. CIO a few weeks earlier had 

. given half a million to the miners. 

‘ American statesmen read the statement of policy of the Attlee government, 

n as presented by King George, with relief. It bred optimism on this side of the 
Atlantic if for no other reason than the total absence of partisan bickering, talk of 

: defiance, or recrimination. The mention of continuing steps toward nationalization 

e was regarded as essential "talking for the record" by a party which had won an 

0 election on a platform carrying that plank, but the general tenor of the message was 

s considered to have ruled out serious effort in that direction. 

D 


The limited program of legislation which was promised, negates the thought 
of new legislative adventures to the left. Emphasis was on the financial program 
which is ahead. That is natural. Britain wants to pare its budget but insure maximum 

possible employment. To accomplish that will require full attention of the 
lawmakers. The sections on foreign relations were more in the nature of a report of 
progress and a promise of continuation along the same route. It sets up a policy that 
, Winston Churchill hardly can reject, and isn't likely to criticize. It could be 
, the meeting ground, observers here say, for a working coalition. 
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The long-awaited house committee investigation of lobbyist activity gets 
underway March 27, but no witnesses are expected to be called immediately. A staff 
has been doing spadework and its report will be examined by the committeemen before 

they begin examining personalities and practices. Obviously, the report will be 
loaded against the representatives of trade organizations and industry. It is hardly 
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to be expected that there would be an objective statement. The committee was created 
to explore the reports that the lobby law is being violated, and the staff is ready 
to cite situations designed to direct the thinking of the probing house members. 
Promised, however, is the first inquiry into the activities of government agencies who 
comprise the largest and most costly lobby in the Capital. 


























Company-paid pensions drive has attained success in the southern textile 
industry for the first time, and the AFL (whose affiliate negotiated the contract) 
intends to capitalize on the victory. The Goodyear Rockmart Mill in Georgia begins 
April 1 to pay up to $100 a month to employees reaching 65 who have been on the rolls 
for 25 years. Social security payment, of course, are unaffected. 























The development is likely to have an immediate effect upon operations of 
the New England mills. Many cities in that section of the country already have lost 
production facilities to the southland. If the operators resist a determined drive 
by the textile mill union to force company-paid pensions in the north, at least 
some of the economic advantage which leads to dispersal will be overcome. 
































have doomed the impending nationalization of the steel industry, People's Lobby, 
25-year-old legislative gadfly, professes to see the United States moving in that 
direction. And the evidence presented in support of that belief is from a most 
unlikely source of such policy: the Congressional Joint Committee on the Economic 
Report. Lifted from the report are such supporting statements as: "Their (steel 
company) managers may and do determine by their private decisions how much of a given 
commodity 144,000,000 people may have, and the price they pay for it." 


























Rent control is definitely on the way out. Congress has adopted the 
technic of withholding funds from the Office of Housing Expediter. Not only would 
the amount the solons now intend to allow make it impossible to police rent control, 
but also it would fall short of the money needed to close shop. It isn't a simple 
matter of locking the office door; hundreds of employees have accumulated leave 
which must be paid. And there wouldn't be enough money to carry out the demobilization. 




















Back in the pits, bituminous coal miners face the prospect of working for 
more than one year before the pay increase they won will have offset the wages they 
lost on their three weeks' wildcat strike. Their former base pay of $14.05 a day 
produced a wage of $70.75 for a five-day week, which means the layoff cost them $212.25 
per man, and it will take 303 work days to recapture that amount. Again ona 
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five-day week that means 60 weeks to "break even." 





























Actually, the loss is even greater. It may take the entire two and one-half 











It must be remembered that, pursuant to John L. Lewis' advice, the workmen dropped 
back to a three-day week to dramatize their show of power. That went on for months, 
cut their take-home pay almost one-half -- instead of getting $70.75, they were 
getting about $42 a week. It will take many 70-cent higher wage days to cover that loss. 





Topping that is the permanent loss of many customers of the mines who, 
tiring of continual strikes and layoffs, have switched to other forms of fuel. 
Railroads lead off with this picture of the changeover: On Feb. 1, railroads had 
1490 diesel engines on order and only 735 coal burners. In 1949 they put 4700 new 
locomotives in service and 4350 of them are oil burners. January, the month in which 
the latest strike began saw the roads making a record-high order of 345 diesels. 



































On the home front, oil furnace manufacturers say they are experiencing 
their first busy year in history. Normally, the switch to oil is effected during the 
summer and fall months and the factories turn out the equipment to restock inven- 
tories. This year the production has been moving into the consumer market. And the 
Federal Power Commission has pending 57 applications for construction of natural 
gas pipelines, covering 14,000 miles, costing 900 million dollars. 
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Fact and Fantasy in 


RUSSIA'S & 
Talk About 


ECONOMIC 
STRENGTH | 


By V. L. HOROTH 


: a subject arouses so much contro- 
versy and concern today as that of the present and 
prospective strength, economic and military, of the 
Soviet Union. Judging by the amount of space de- 
voted to the subject and the “inside” information 
that innumerable commentators, reporters, and 
analysts appear to have about Stalin’s and the 
Comintern’s most secret plans and decisions, one 
would think that there is little that we do not know 
about Russia. 

Actually, however, the very opposite is true. Con- 
sidering that the communist empire, including China 
and the Eastern European satellites, covers about 
one-sixth of the “terra firma,” the number of 
trained observers covering this huge area and who 
have no axe to grind, is mighty small. 

There are, someone might say, volumes of Rus- 
sian statistics and other material available. That is 
true. The communists discuss quite frankly the 
shortcomings of their economy, the strains of post- 
war rehabilitation and other difficulties. But there 
is always a good ending. Statistics can go only one 
way for “the veiled prophets of the Kremlin” —. to 
new records. The technical pitfalls of Soviet statis- 
tics, their way of reporting and interpretation, are 
a chapter in themselves. Increasingly, only the Rus- 
sian “specialists,” such as are being trained by the 
new Russian Institutes at our universities, will be 
qualified to assess them competently. 

Most of the observers and writers on Russia — 
by no means all of them, however — fall into two 
groups. Group number one is obviously under-esti- 
mating the foe. They compare the number of tele- 
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Russian industry is still backward, its 
operations frequently old-fashioned, 
clumsy and inefficient, therefore waste- 
ful and far less productive than ours. 
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phones, bathtubs, new shoes, and diversity of diet. 
They see on the basis of these comparisons that Rus- 
sia’s standard of living is one of the lowest in the 
world, barring perhaps only China and the primitive 
countries of Africa. Moreover, it is obvious to them 
—and this is an indisputable fact — that the stand- 
ard of living of the average Soviet citizen has gone 
down rather than up during the past 3214 years 
that have elapsed since the bloody Leningrad upris- 
ing in November 1917. 

There is no doubt that the Russian people have 
little stomach for sacrificing their lives for “the 
benefit of future generations.” Many of them hailed 
the Germans as liberators — until they were dis- 
illusioned. Now the same Germans returning as 
prisoners of war describe the Russians as “lazy 
because they have no incentive to work better.” 
Neither is there any doubt that a good deal of what 
has been accomplished has been due to slave labor 
which is about half as large (15 to 20 million, if the 
reports are correct) as the number of those gain- 
fully employed in industries (33 million). 


How Strong is Soviet Economy? 


All these facts can easily lead one to a conclusion 
that the Soviet Union’s economy is rotten and so 
tottering that it could be defeated by mere propa- 
ganda blasts or by widespread industrial sabotage 
by its luckless population — or by a firm foreign 
policy. Dr. James Burnham of New York Univer- 
sity insists in his latest book, “The Coming Defeat 
of Communism,” that this is all that may be neces- 
sary, because ... the communist empire is weaker 
than the non-communist public now generally be- 
lieves . . . because it lacks skilled workers and tech- 
nicians, because leaders are feared and hated by the 
majority of the population, and its communist 
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parties and youth are going through a. grave moral 
crisis. 

The people in the other group disregard the eco- 
nomic weaknesses of the Soviet Union and are daz- 
zled by its military machine. They point out that the 
Russian army is at least four times as large as our 
own; they see Russia’s growing fleet of submarines, 
her defensive air power, her mastery of atomic 
weapons, and her gains in Asia. They also point out 
that some 19 per cent of the 1949 Soviet budget — 
which roughly corresponds to our national income 
expended — went for defense. Since we spend only 
about 6 per cent of our national income on arms, 
such observers argue that our defense expenditure 
ought to be stepped up to $50 to $60 billion a year. 


Enigma of Soviet Budget 


The question is, of course, how much the 79 bil- 
lion rubles, which the Russians are reported to have 
appropriated for military purposes in 1949, have 
really bought in terms of goods and services. At the 
former rate of 19 cents per ruble — a rate which 
grossly overvalued the real purchasing power of 
Soviet currency, Russian defense expenditures 
would be equivalent to about $16 billion, rather 
more than ours of $13.5 billion. At the newly pro- 
claimed rate of 25 cents a ruble (a rate even more 
unrealistic than the old one) it would come to about 
$20 billion. On the other hand, the cost of maintain- 
ing a Russian soldier is unquestionably only a frac- 
tion of the money spent on an American soldier. The 
bulk of the Russian army is still tied to “grass” 
rather than “gasoline,” and from all indications the 


The famous Dnieper Dam, blasted by the Soviets themselves before 
the advancing German armies and now again completely restored. 
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Russians have not been as hasty as we were in 
scrapping World War II equipment. 

All this boils down to a simple fact that the re- 
ports of “Russia’s tremendous military prepara- 
tions” may have been — as suggested recently in 
the N. Y. Herald Tribune, “planted leaks” of Amer- 
ican intelligence estimates. Many of our people may 
be frightening themselves to death by their hysteri- 
cal reactions to new weapons and the armament 
race in general. We may just as well recognize that 
some of our military weakness is of our own mak- 
ing. It has been due to our overhasty demobilization, 
and to quote again the contributor to the New York 
Herald Tribune, to “confusion, cross-purposes, and 
internal jealousies of our own military who think 
that only pouring more billions into armaments will 
save us.” 

It seems that the truth about the Soviet Union 
is somewhere between these two views. We don’t 
pretend to know which one is nearer to the actual 
truth. There is little doubt that the economic re- 
sources (not to mention financial resources) of the 
communist empire are greatly inferior to the re- 
sources of the Western World. On the other hand, 
it is hard to believe that the communist empire will 
collapse just because of its own rottenness, or be- 
cause of external propaganda and internal sabotage. 

Most of the objective and trained observers agree 
that the Soviet Union had just about carried out by 
last Fall its major postwar rehabilitation. This has 
been no mean feat considering that nearly 40 per 
cent of the industrial capacity was destroyed or 
damaged by the Germans; the remaining 60 per cent 
suffered from under-repair. Moreover, except for 
the dismantled plants from Germany and Man- 
churia, the Soviet Union has received relatively 
little help in her task of restoring the war- 
devastated western industrial regions. While Czecho- 
slovakia and Poland have contributed some capital 
goods, they have received other capital goods in re- 
turn. The help of the satellite countries seems to 
have consisted largely of raw materials and con- 
sumer goods. 

Another handicap that Russia had to overcome 
to restore the production to the 1940 level, involved 
the training of a huge new labor force. The war 
losses in human lives, estimated at about 20 million, 
reduced the industrial labor force by 4 to 5 million, 
and it was not until toward the end of 1948 that 
this loss was made up. Considering that the current 
increase in the Soviet population is about 3.5 million 
a year, about half of this number should be even- 
tually available for work in factories. 


Rehabilitation of Capital Goods Industries 


The extent of the rehabilitation in the capital 
goods industries is illustrated by the accompanying 
table. The 1949 steel ouput at about 21 million tons 
was 3 million larger than in 1940, but still less than 
one-fourth of the United States output, and about 


‘ one-half as large as the combined output of Western 


European countries. The big increase in 1949 re- 
flected the completion of rehabilitation of the old 
Donbas plants, which at one time represented the 
backbone of the Soviet steel industry. But as a re- 
sult of the wartime dispersion of steel plants to the 
Urals, to the Kuznetsk region in the heart of 
Siberia, to Central Asia, and as far as the Amur 
region in the Far East, the rehabilitated Donbas 
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steel industry is not likely to contribute —= 
— _— 35 per cent of the overall steel Soviet Postwar Economic Development 
output, eee ee ree ee" | 
The rehabilitation of the Donbas coal 1940 1945 1948-1949 1950 Goal | 
mines similarly raised the coal output un- ||/POPULATION: iE stimates) 
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Republic of Kazakhstan ,near Karaganda, 

now a city of about 300,000 people. The Karaganda 
coal feeds the new steel plants in the Southern 
Urals, and copper, lead and other smelters in the 
neighborhood of Lake Balkaash. 


The greatest postwar recovery has been made in 
the expansion of electric power production and in 
rural electrification. This development has been ac- 
companied by expansion of non-ferrous metal pro- 
duction. A huge new city is reported to have grown 
up at Krasnoturinsk in the Urals, the site of a new 
giant aluminum plant. Some of the older Ural cities, 
such as Chelyabinsk or Sverdlovsk where machinery 
and aircraft plants were transferred during the 
war, are said to have grown into sprawling metro- 
politan areas of 1 to 2 million people. 

In contrast with the capital goods industries — 
and unquestionably also ordnance plants — the re- 
covery of consumer goods industries has lagged woe- 
fully behind. As will be seen from the table, the 
1949 output of leather shoes was, for example, only 
about two-thirds as large as in 1940. Actually the 
production was considerably less than one pair of 
shoes per person a year. 

Food production has also been lagging behind the 
prewar figures. Protein foods, such as meat and 
eggs, are rare and only the upper classes (army 
officers, bureaucrats, industrial engineers, factory 
executives, and high-paid artists and writers) can 
afford to buy them. The ordinary worker, who 
makes about 800 rubles a month, subsists almost 
entirely on black bread (of which they consume as 
much as three pounds a day), potatoes (now very 
cheap), soups, beets, an occasional sausage, and a 
little tea and sugar. 


The housing situation in the Soviet Union has 
always been bad, which is quite natural since only 
the upper classes and farmers have been allowed 
to build individual private homes during the past 
30 years. The wartime destruction made the housing 
situation infinitely worse. The Herald Tribune cor- 
respondent, Mr. Joseph Newman, reports that in 
Moscow — which is the show-place of the Union — 
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the ordinary people are entitled to about nine square 
yards of housing per capita, which makes it quite 
usual for two families to share a single room. Ac- 
cording to the National Association of Home 
Builders, we are now building in this country nearly 
seven times as much housing per 1,000 people as 
Russia, where new homes could be more appropri- 
ately termed “barracks” since they have common 
kitchens and common sanitary conveniences. On the 
other hand, the rents that the Russians pay are 
ridiculously low by our standards. 

What are the implications of Russia’s having ac- 
complished the rehabilitation of the capital goods 
industries by herself? According to some observers, 
Russia may feel more secure; the fact that her rear 
is now protected by the allied communist govern- 
ment in China may have added to this sense of 
greater security. Whether as a result the Soviet 
leaders will show more willingness to cooperate 
with the West, or whether they will be even more 
dogmatic and ornery than in the past, only time will 
tell. 

Some observers believe that the Soviet leaders 
will divert a greater share of national resources to 
the production of consumer goods and to the raising 
of the living standards of the Russian people. The 
recent cut in Russian prices and the release of more 
food and clothing for consumption are taken as an 
indication that the Russians may be shelving the 
idea of an early war. 


Subject to Heavy Qualification 


The significance of the move, however, must cer- 
tainly be taken with a grain of salt. Little is known 
about available quantities of the goods, the prices 
of which have been lowered; and even the new 
prices are still preposterously high by any western 
standard. 

Whatever the internal implications, the fact that 
the Russians are overcoming, however slowly and 
inefficiently, the wartime (Please turn to page 698) 


669 








OX VPOSPOXKTOXVOAIO VO) 
DOP POCO OOP ? 
SSS SSS SSS SSS 
SSS IS SS NN SN 
Soe SSS SSS 
SESSA Se 
SSS SSNS 


SOK SSX IS OS 
SSS SSNS SIRS 
OSS SSS SSS SASS SS 
SSIS SIS SS SIS SK 
SSIS SOSA SOO 
SOP AXP DOC 
SSSA KAD 
SSIS SSIS SNCS 
SISK ISK II SIO SY 
SSSI SO SSNS 
SSSI SSI SSSI IS 
xXx 
POXOKS? 


SSS 
SOS 
SSS 
SSS 
SHHKSSS 


Ss 
Se o> 
$5 


SS 
oe" 
SoS 


oO 


? oO 
SSS 
SSS SESS 
SKS 
SSK SSSA 
S eseseasanee 
é Pheee 


oO 
PO 
CXS OX SE 
OPXO’D 
SSSI 
SO 
SSD 
XO 
SSSI 


S C 
SSS 


Pros and Cons in... 
SS 


OPEN-END 
ps 
meee INVESTMEN 
cS Sos 

TRUSTS 


OSD 
SSS 555 
SOO SKS SOK SO SX SX 
SSO 
5 <5 O55 
ISIS ASA IOS 
SSS SS 
SSS SS SSS SSS 
SSSI SA SO SSIS 


By J. S. WILLIAMS 


ae of the much talked about developments 
in the investment field last year has been the ex- 
traordinary spurt in purchases of open-end invest- 
ment company shares, particularly in the last half 
year. About 120,000 investors in 1949 turned to this 
medium as a method of employing accumulated sav- 
ings, after allowing for a substantial number that 
for one reason or another cashed in their holdings. 

As applied to 91 of the open-end investment 
trusts, the number of shares outstanding rose from 
approximately 273,000 in 1948 to 385,000 by the end 
of 1949, with net sales involving $277.9 million. 
Since the uptrend was far more rapid and substan- 
tial than in any year for a decade past, it seems 
timely to discuss some of the pros and cons of this 
investment medium. 

The foregoing is especially true now that the asset 
values of the leading open-end mutual funds have 
climbed to $1.97 billion, which together with the 
$794 million assets of closed-end investment com- 
panies makes a grand total of more than $2.7 bil- 
lion worth of stocks and bonds held for the benefit 
of an increasing army of investors. 

For those of our readers who are not fully in- 
formed, let it be said that there is virtually no limit 
to the number of shares that can be sold by open- 
end funds through authorized dealers. The closed- 
end companies on the other hand do not expand in 
this respect; theirs is a fixed capitalization and their 
shares are either listed on the Stock Exchange or 
traded over-the-counter. 
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sesee for the investor, because while 
SSsssssntesecss he naturally has to pay for 
SSSI managerial services in both in- 

SSsssussees stances, the promotional ex- 
SSS SSS SSS SSS f the open-end trusts 
SSS © Penses O ope trust 
SSSSsocsesss Must also be included in his 
SKKscscssse: initial purchase price. For this 
SSeS sees, and other reasons, our discus- 

SSS SSS sion will center largely on in- 
SS vestment companies in the 
open-end category. 

Admittedly, there is some- 
thing to be said for the obvious 
advantages that the investment 
trusts offer to small investors 
and thrifty minded people 
whose limited experience or 

moderate means are a handicap 
in establishing their own indi- 
vidual portfolios. A high de- 
gree of basic safety is pre- 
sented by spreading the risk 
over a large number of well 
selected enterprises, under the 
constant scrutiny of trained 
analytical and market experts. 
No single investor could possi- 
bly achieve similar widespread 
diversification such as the in- 
vestment companies offer, yet 
savings as small as $100 and 
even less can be put to work 
with extraordinary safeguards 
in this respect. Furthermore, 
such an investment can readily 
be converted into cash if an 
emergency should arise, though 
the aggregate market price of 
the securities in the fund at the 
time of sale would determine whether the liquidation 
would result in a capital gain or loss. 

But it is right here where also certain weaknesses 
of such a program become evident. While the SEC 
now requires all mutual funds to state clearly their 
investment policies, it is rarely that one of the pro- 
grams available is exactly attuned to what an in- 
dividual investor may desire, or would adopt in- 
dividually upon careful study. At any rate, experi- 
ence has shown that many investors are prone to 
rely too heavily on diversification and would be 
better off with a more limited number of shares in 
their portfolios, carefully selected to meet their 
special needs and objectives. The advantage of diver- 
sification, in short, can be overstressed, and often is. 
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Size Creates, Intensifies Problems 


More importantly, the increasing size of the lead- 
ing investment companies intensifies problems, even 
where their basic aim appears to fit in nicely with 
that of an intelligent investor. On this point, special 
care in selecting the right mutual fund must be 
observed, for the policies of most of them vary 
widely. It is possible, for example, to find some 
placing major emphasis on either stable or liberal 
income; others concentrate on appreciation, still 
others confine investments to a single industry, and 
many use flexible formulas in an effort to achieve 
maximum overall results. 

While it is true that in practically every instance, 
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the investment companies are staffed with a high 
caliber personnel, their judgment is by no means 
infallible, and because their portfolios often carry 
quite substantial lists of equities, preferred stocks 
and bonds, the difficulty of maintaining desirable 
balances and of making effective buy or sell deci- 
sions is compounded. Periodic disclosure of the posi- 
tions of numerous funds reflects the broadly varying 
manner in which program policies are implemented. 


Income versus Appreciation 


On the whole, it seems quite clear that most of 
the leading funds, as is commendable, lean heavily 
on the element of dependable income but also strive 
to establish capital gains. Under the Investment Act 
of 1940, those mutual funds that agree to distribute 
at least 90% of all income are relieved of income 
taxes, and such portion as represents capital gains 
is subject to tax by their shareholders on the same 
basis as if they had personally accepted the profits. 
How broadly company policies vary, though, in 
profit taking is shown by the 1949 dividends dis- 
tributed by various funds. Massachusetts Investors 
Fund, for example, paid 2 cents per share repre- 
senting capital gains versus $1.40 from investment 
income, in contrast to Loomis Sales Mutual Fund 
that paid $3.76 from security profits and $3.24 from 
dividends and interest. 

While basic policies of course count importantly 
in profit taking decisions, it would seem that many 
of the funds have reached or are approaching a size 
where large-scale liquidation of their portfolios 
would be difficult without serious repercussions on 
the stock market. In contrast, the average investor 
handling his own portfolio faces no such potential 
trouble, and if alert can take profits and accumulate 
cash readily when circumstances so dictate. Such 
procedure, backed by competent advice, establishes 
a distinct advantage for an individual program. 


Appreciation Potentials 


Another aspect worthy of consideration is that 
such capital gains as the mutual funds actually 
achieve are closely patterned after general trends in 
the stock market. This is only natural, considering 
the broad range of securities carried and the size 
of their investment assets. Under today’s conditions, 
however, success in any investment program hinges 
less on the course of the general market than on 
the price behavior of carefully selected individual 
equities, particularly where appreciation is an im- 
portant objective. In this respect, it appears obvious 
that an informed investor could do better for himself. 

Where income return is the main consideration in 
an investment program, there seems to be little ques- 
tion as to the relative merits of a formularized mu- 
tual fund and an individual account. It can validly 
be argued that by maintaining a substantial portion 
of investible funds in bonds and preferred stocks, 
the investment companies follow a very conserva- 
tive course, despite the fact that such a program 
per se produces somewhat lower income. On the 
other hand, the mutual funds and the New York 
Stock Exchange alike have been conducting a major 
campaign to educate the public on the soundness of 
many listed stocks, a program that should be in- 
definitely extended. It has long been the contention 
of this magazine that investors can feel confident 
of both inherent safety and average satisfac- 
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tory income by investing in good grade equities. 

Since the average yield on all stocks listed on the 
New York Stock Exchange has been better than 
6.5% for many months, and any number of out- 
standing equities return even better than that, an 
average yield of 5.65% on invested capital reported 
by a large group of investment companies in 1949 
suffers considerably by comparison. This is espe- 
cially true since capital gains under favorable mar- 
ket conditions swelled the yield of the funds. Very 
clearly an individual investor could, with careful 
selection and avoidance of undue risks, not only 
obtain a yield as high as the general market average 
but even a higher one. 

Discussion of the relatively lower yield on in- 
vestment company shares leads to examination of 
the causes therefor. A “loading” charge of from 
6% to 8% on purchases of open-end fund shares is 
added to the market value at the time of acquisition, 
in this manner of course reducing the yield. The 
extra charge, though, includes commissions paid at 
stock exchange rates for purchase of the underly- 
ing securities by the issuing company, and on a basis 
of 100 share lots rather than the somewhat higher 
charges incurred in buying odd lots. 


Promotional and Selling Expenses 


In this respect the investor having only small 
sums at his disposal reaps some advantage, but he 
also helps pay for sizable promotional and selling 
expenses of the fund, for the cost of furnishing in- 
formative literature to potential customers and for 
commissions to wholesalers and dealers promoting 
sales of the shares. On top of the loading charge, 
also, the owner of investment shares has to pay from 
.3% to .6% annually for overhead expenses in super- 
vising the portfolio. Hence it is not surprising that 
his net yield is pared down. 

Viewed in a broader manner, to just what extent 
the vigorously growing investment companies may 
be a support or threat to the stability of the general 
stock market—at any given time—is something to 
think about. The fund managers only partially con- 
trol the amount of buying and selling that takes 
place at any time. This because investors in trust 
shares in favorable economic periods, in fact ever 
since 1940, have increased the amount of funds 
which the investment companies must put to work 
sooner or later, thus progressively lessening the 
supply of available securities. While the exact in- 
fluence of this factor on stock market prices is not 
determinable, in some degree it certainly does help 
to support an uptrend in share quotations. 

Conversely, when marked recessionary periods 
arrive, redemption of trust shares proceeds at an 
accelerated pace, in the process forcing the mutual 
funds to unload correspondingly large amounts of 
securities. Additionally, caution at such times will 
likely induce the fund managers to liquidate hold- 
ings in order to accumulate cash in anticipation of 
more favorable buying opportunities. In combina- 
tion, this dual pressure on stock market prices could 
become quite significant if clouds on the economic 
horizon create serious uncertainties and share prices 
start to tumble. 

This is especially important to consider since it 
has become apparent that purchases of investment 
trust shares are by no means based entirely on long 
term programs. Even in a year like 1949, redemp- 
tion of trust shares (Please turn to page 703) 


671 











1950 Special Re-appraisals of 
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Prospects and Ratings for Steels, Autos, Tire and Rubber Shares, 
Specialties and Unclassified Stocks 


Part IV 


ps. usiness has entered the new year showing 
signs of vigorous recovery not only from the effects 
of the strikes last October but also from the recession- 
ary trends which prevailed during the forepart of 
1949. The general level of activity in recent weeks has 
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held close to that of a year ago, when the 1949 reces- 
sion had barely begun and operations were at a high 
mark. Year-end forecasts reflect a general anticipa- 
tion of well-sustained volumes of production and 
trade in the first half of the year but uncertainty re- 
garding trends during the last half, arising primarily 
from misgivings over the amount of business invest- 
ment and the need for further readjustments, particu- 
larly in durable goods industries. 

It would be premature to insist, as some do in view 
of the present production spurt, that economic read- 
justment is completed. It is simply that last year’s 
strikes have upset the short term time table of adjust- 
ment and once the strike aftermath is over, adjust- 
ment is bound to resume especially in areas little 
affected in the past. Thus 1950 no less than 1949 may 
witness numerous cross currents which are bound to 
affect not only business generally but also create vary- 
ing prospects for specific industries and companies. 

To assist our readers in arriving at sound invest- 
ment decisions under changing conditions, The Maga- 
zine of Wall Street presents its Security Re-appraisals 
and Dividend Forecasts at six months intervals, in 
addition to its regular coverage of important develop- 
ments. By this method, the maximum number of in- 
dustries are periodically reviewed on the basis of 
latest information, supplemented by statistical data 
for ready comparisons. Additionally, brief comments 
on the status of each company listed are presented. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 






STREET 





THE MAGAZINE WALL 





OF 














a tt a te oe ee eee 





ces- 
Ligh 
ipa- 
and 


rily 
est- 
icu- 


lew 
ad- 
ir’s 
ist- 
ist- 
ttle 
ay 
| to 
ry- 
es. 
st- 
ya- 
als 


)p- 
in- 


re 
is 
re 
mn 


> 


4 














Revised ..... 


STEEL 
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By RICHARD COLSTON 


we long awaited and widely heralded slump 
in steel has been deferred again. Each time return of 
keenly competitive conditions seems imminent, some- 
thing seems to happen to postpone the threatened 
test. Combination of last year’s month-long steel 
strike and the recent protracted shutdown in bitu- 
minous coal has created such an urgent demand for 
raw materials in consumer goods lines that some 
manufacturers are negotiating ‘‘conversion deals” 
for the first time in two years. 

This condition virtually assures another good year 
for the strong, well situated integrated producers 
and prolongs the period of reasonably satisfactory 
earnings for marginal companies. Such a promising 
outlook almost five years after the end of hostilities 
and in the face of enlargement of the industry’s pro- 
ductive capacity may be attributed to these signifi- 
cant factors: 

(1) Steadily mounting use of steel in many new 
products, as indicated by production of an estimated 
1,300 pounds of steel for each person in the country 
last year compared with only 879 in 1937—a 48 per 
cent rise in only a dozen years. 

(2) Greatly increased national income that en- 
courages consumption of household appliances, mo- 
tor cars, etc., requiring large quantities of steel. 

(8) Rapid growth in population accounting for 
extensive public works projects, such as schools, hos- 
pitals, etc., using steel. 

(4) Speeding up of road programs deferred dur- 
ing war that use substantial quantities of steel in 
culverts, bridges, etc. 

(5) Maintenance of a high level of armament con- 
struction because of continued strained international 
relations. 

(6) Fact that steel price has advanced less than 
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many other raw materials encourages use as replace- 
ment for higher cost products. 

With demand for major steel products apparently 
assured throughout the year—unless General Motors 
as well as Chrysler plants should be closed in a 
lengthy wage-and-pensions dispute — this industry 
may be expected to enjoy another year of high pro- 
duction. Although contracts between principal steel 
concerns and the Steel Workers Union may be re- 
opened late this year for wage rate negotiations, in- 
dications are that no general suspension of output 
such as experienced last October is in prospect in 
1950. Moreover, now that adequate coal supplies 
seem assured through recent settlement of the nation 
wide United Mine Workers’ strike, no important in- 
terruption should take place on that score. 





Capacity Expansion 


To supply prospective demand, the industry has 
enlarged productive facilities to the highest level in 
history. According to the American Iron and Steel 
Institute, capacity has been increased to 99,392,800 
tons, compared with 81,619,496 tons in 1940 and 
72,985,406 ten years earlier. In other words, the in- 
dustry has expanded capacity some 36 per cent in 
the last two decades since the 1929 boom. This gives 
an idea of the vitality of the industry considering 
the depressing effect of adverse business trends in 
the 1930’s. 

Much of recent expansion has been dictated by 
necessity of replacing higher-cost plants that prob- 
ably are destined to become obsolete once keen com- 
petition returns. In fact, at the recent congressional 
hearings into the industry’s price advance, Benjamin 
F. Fairless, President of United States Steel Corpo- 
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ration, stressed that abnormal plant expenditures 
were for replacement of existing facilities rather 
than for expansion—pointing out the unwisdom of 
borrowing long-term funds for such modernization 
projects required to counteract rising wage costs. 


Adequate Profit Margins 


With a few minor exceptions, the industry is well 
situated at present to maintain adequate profit mar- 
gins. Labor costs are unlikely to be raised this year 
and provision has been made for instituting pension 
systems. Although railroad brotherhoods are taking 
steps to demand higher wages, it seems doubtful 
whether any significant boosts in freight charges can 
be put into effect within the foreseeable future. As a 
matter of fact, some carriers are studying carefully 
the advisability of seeking rate reductions on certain 
steel products to meet truck competition. 

Coal costs may rise moderately in reflecting awards 
under the new two-year contract, and this may mean 
a jump of as much as 50 cents a ton in steel making, 
since about two tons of coal are required in making 
each ton of steel. To some extent, however, this situa- 
tion was taken into account in the price adjustment 
last December which resulted in an average increase 
of about $3.82 a ton or slightly more than 4 per cent. 
Moreover, restoration of the five-day week in mining 
coal will effect moderate economies. 

On basis of current industrial forecasts, major 
consumers of steel appear destined to need large 
quantities this year. Principal factor is the automo- 
bile industry, which normally takes between 20 and 
25 per cent of finished steel each year. Building con- 
struction ordinarily falls in second place, but because 
of rising public works projects seems in line to be- 
come more important than the motor industry. Rail- 
roads may require less steel this year, but generally 
the transportation industry is an important cus- 
tomer. Tin containers, machinery, pressing and 
stamping machinery producers and the oil and gas 
industry are other major consumers of steel. Pos- 
sibly farm equipment makers and the oil industry 
may reduce requirements, but most other large con- 
suming industries seem likely to want as much steel 
this year as in 1949. 


Favorable Earnings Outlook 


With demand apparently strong enough to war- 
rant the prospect of a relatively high rate of opera- 
tions throughout the year, and with profit margins 
destined to hold at close to best levels since the war, 
leading integrated producers appear in line for earn- 
ings comparing favorably with those of 1949. Latest 
available data covering sales, earnings, profit mar- 
gins, dividends, etc., for representative steel pro- 
ducers and fabricators are presented in the adjoin- 
ing tabulation. Comments for individual companies 
suggest earnings and dividend prospects. 

Unless there should be disruptions from labor 
trouble in consuming industries—automotive, for in: 
stance—some steel companies could turn out really 
sensational earnings statements, for benefits of mod- 
ernization programs will become fully evident for the 
first time this year. Several producers were just be- 
ginning to realize economies in operating costs last 
year when the three-day week in coal mining and the 
strike over pensions disrupted operations. Subse- 
quent coal shortages prevented stepping up capacity 
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to get best results. In the next few weeks, however, 
with coal once again abundant, some of the progres- 
sive concerns which have installed modern equip- 
ment should experience outstanding progress. 

Incidentally, had it not been for the industry’s con- 
tinuous improvement in facilities, steel costs un- 
doubtedly would be much higher than they are. Tes- 
timony presented at the congressional hearings in 
January showed, for example, that increased produc- 
tivity in the case of United States Steel resulted pri- 
marily from improved tools of production. Surveys 
undertaken by the industry leader disclosed that the 
average employee performance rate, as judged on the 
total of plants where change of product output per 
man-hour reflects this factor, was about 6 per cent 
lower in 1948 than in 1941. With benefit of improved 
tools of production, workers were able to offset the 
retrogression of 6 per cent in average employe per- 
formance rate and to produce a net gain of 4 per 
cent product output per man-hour over that of 1941. 

As indicated in the example quoted, the steel in- 
dusty’s technological progress has enabled it to hold 
down production costs and expand markets for its 
products. Research continues to suggest that short- 
cuts in production through new methods and by 
means of new processes may give even more out- 
standing gains. A new process has been developed, 
for example, according to scientists, which makes 
possible production of high quality steel in twelve 
minutes without use of fuel. This method is called 
the turbo-hearth. After molten pig iron from the 
blast furnace is poured into the giant urn, blasts of 
air are shot in from the side to blow over the molten 
iron. Carbon and other impurities in the pig iron 
supply the heat as they oxidize in the air stream. It 
is all rather ingenious. 


Progress in Steel Making 


Great progress has been made in all phases of 
steel-making. A recently completed steel making fur- 
nace, for instance, has been designed to produce 550 
tons per heat, or enough metal to build a four-unit 
diesel-electric locomotive. The giant open hearth has 
three or four times the capacity of many older fur- 
naces. Efficiency in operation of water cooled doors 
and in the “cooking” process contributes to low man- 
ufacturing costs. 

Notwithstanding evidence of aggressive manage- 
ment in keeping pace with industrial progress, steel 
shares have failed to gain high favor with investors. 
Because they still are regarded as representatives of 
a “prince” and pauper” industry, subject to wide cy- 
clical changes, few stocks in the industry are given 
high investment ranking. Oi. the average, they sell at 
three to five times share earnings and yield as much 
as 8 to 10 per cent on dividends reasonably well pro- 
tected in recent years. Appraisals currently are quite 
moderate, for as a general rule, earnings of princi- 
pal steel producers in the last year or two have aver- 
aged about the best on record. In the light of the 
promising outlook for coming months and possibility 
of more generous dividends, good grade steel shares 
appear worthy of retention for high yield and longer 
term appreciation. 

Although it is understandable why steels do not 
command as high an appraisal of earning power as 
some other manufacturing industries, it would ap- 
pear that basis for appreciation may be found in the 
fact that most companies (Please turn to page 698) 
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Statistical Data on Leading Steel and Iron Companies 








Div. Price- Invest- 
Net Per Share Div. PerShare Yieldt¢ Earnings Recent Range ment 
1949 1948 1949 1948 * Ratiof Price 1949-50 Rating COMMENTS 
Acme Steel 0 $1.90 $3.68 = $1.75 $2.00 8.5% 10.7 20! 2154-17% BI pag coo Pre ngs and omsurance of $1. 
. dividend rate. Lack of integration is handicap. 





Allegheny Ludlum Steel... 1.16 5.05 2.00 2.00 8.1 21.3 24%, 27\/2-17/g BI Prospect for recovery in demand for stainless 


products and expansion in titanium favorable. 
Management intent on holding $2 dividend. 
P \ 3%, .19! B2 Urgent demand for light steels and specialties 
Armco Steel ....... -- 6.68 7.96 2.50 2.00¢ 7.7 4.2 32!/4 33% v2 points to continued satisfactory earnings and 
— dividend. Good labor relations strong 
actor. 


Bethlehem Steel «9.68 9.36 2.40 2.40 7.0 3.5 34 35-23! B2 Strong competitive position and low cost fac. 
X 








tor assure favorable earnings trend for this 
leader. ‘Indications point to early increase in 
dividend. 


3 Vp. Completion of hot strip mill promises lower 
BYOMPAS Mo RE 739 1.50 1.25 7.0 4.2 21% 247-17 C2 costs for wrought iron skelp and Imprevecrety 
in profit margins. Regular 25¢ quarterly rate 

seems sofe. 


Carpenter Steel... «5.58 | 4.32 2.50 2.50 4a 5.8 32\/, 35'/4-25!/, B2 Pickup in demand for stainless and specialty 


steels, in line with consumer goods, should 
sustain earnings and assure holding $2 divi- 
dand 


Colorado Fuel & Iron... . 8.46c¢ 5.04 2.00 1.25 13.0 1.8 15%, 19 -12Y%g C-+2 Rebound in sales and improvement in margins 


points to earnings recovery, but net well be- 
low June 1949 year is indicated. $1 dividend 
seem: safe 
. Yt! | Recovery in demand for wire products and 
Continental Steel... 1.27 3.24 1.75 1.50 10.9 12.6 16 1634-1 1'/, Ct verter protit margins indicate improved re. 
= for 1950. Regular $1 and extra dividend 
cate. 
7 j . ° / B C+ | Benernts or modernization program expected 
Crucible Steel ow. «4d 4.15 Nil Nil 18 24 -14 to bolster earnings ond help toolere hil coe 
ferred dividends. No common payment in 


























> Wa. Ji Urgent demand for light steels strengthens 
Follansbee Steel. 5.29 1.00 3.00 7.3 : 13%, 24//2- 9g C2 position of marginal producers tempore 


but keen competition looms later in year. 
: ! 3 B 2rong competntive position and low costs 
Inland Steel _.. sees 5.11 7.88 3.00 3.00 7.6 77 39/2 4174-30 2 should assure 1950 net comparing favorably 
with last year and maintenance of $3 in divi- 
dends. 
| Wo. 93 Steadier operations should lower costs, but 
Interlake Iron ou BIS 3.04 1.50 1.50 10.5 4.5 14\/, 14%- 93, C+2 only moderate gain in earnings indicated 
Maintenance of 25¢ quarterly dividend safe. 
° 5 ¥ | 314-2 2 Benefits of modernization and plant expansion 
Jones & Laughlin Steel... 7.50 12.01 2.60a 2.00 8.5 4.0 30/4 3314-21 B should become more evidest.Ampte chomnes 
for $2.60 dividend indicated in earnings. 
° y : R 3 § 3 1DIA-11! B2 Strong competitive position likely to improve 
Keystone Steel & Wire... 2.00¢ 3.03 1.00 1.00 5.3 9.3 18% 2-11 Ye earnings this year ond afford wide cormene 
for $1 dividend. Fence wire sales stable. 
. i 1 : | 44-73) B High rate of automotive production and 
National Steel 0... 16.02 16.35 5.50 5.00a 5.4 6.3 101A 10314-73!/, 2 strong competitive position ore favorable fer 
X this concern. Higher dividend indicated after 
































stock split. | 
. > | 
Republic Steel... 7.56 7.61 3.00 2.254 11.5 3.4 26!/, 274-17 B2 Good demand for light steel in auto and | 
appliance industries points to favorable earn- | 
ings this year, thus affording coverage for $2 | 

dividend. | 

j j 4 | 7/p-215 New facilities tending to sustain competitive 

Sharon Steel . ane See Ieee 2.00 2.50 7.2 5.1 27',, 3774-2 Yg C+ position. High rate of operations pelets te 





earnings recovery and maintenance of $2 divi- | 
dend. | 

Sloss-Sheffield Steel & Iron 5.34 5.35 2.00 1.70 8.4 4.4 23%, 24 -16% +3 Slackening demand for pipe tends to cloud 

outlook for later months, but earnings ex- | 

pected to cover $2 dividend already declared | 
for this year. 

Shortages strengthening position of marginal 

producers may give temporary lift to earn. | 

ings, but prospect for dividend resumption | 

seems dim. 

U. S. Pipe & Foundry... 6.48 8.14 4.00 2.80 9.4 6.5 42\/4 491/2-38 B3 Satisfaction of large deferred demand for 
water mains and other pipe projects points | 
to lower net profit, but $3 dividend already | 

declared 


| 
PE SE 
U.S. Steel 39 4.002.258 1.66 Ue 5.7 30% 317%4-20\/, B2 Industry leader assured of another good year, | 
xX as suggested by dividend increase to $2.60 | 
basis. Long range expansion may require new | 

financing. 

Wheeling Steel 10.68 23.24 4.00 225 @2 45 48/2 50 -2994 BI Benefits of large expansion Program expected 
to boost earnings this year, pointing to higher 
dividend after forthcoming 2-for-| split. 

Woodward Iron 7.39 7.36 3.50 3.00 10.0 4.7 3444 3534-22 B2 Despite possibility of sale of ore properties, 
outlook appears unsettled by keener compe- 
tition by merchant iron. Dividend policy is 

liberal. 


Youngstown Sheet & Tube..18.97. 21.32 6.00 5.00 7.4 4.2 80l/, 821/4-5354 B2 Strong financial position and high earnings 
xX 








Superior Steel 0... 240d 3.44 1.00 1.25 8.5 See! 11% 1454- 84%, C+ 























raise hope of stock split and dividend in- 
crease. Good demand points to continued 
large profits. 





t—Based on 1949 actual or estimated earnings. (c)—Year ended June 30, 1949, 
$—Based on 1949 dividends. (d)—Deficit. 
(a)—Plus stock. (E)—Estimated. 


(b)—Year ended September 30, 1949. 
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By STANLEY DEVLIN 


}_) completion of an 
all-time record year, the automo- 
bile industry is racing at full speed 
towards a goal that admittedly may bring slightly 
lower production and sales; but even so, 1950 will 
likely prove to be the second best year in history. 
Orders on hand assure a record output of passenger 
cars in the first six months, unless the Chrysler strike 
is unduly prolonged, although anticipated slackening 
in demand during the last half year may tend to re- 
duce the full 1950 total. 

Optimism over the current year’s outlook is ex- 
pressed not only by many leaders among the auto 
makers but by Government sources as well. A repre- 
sentative estimate by manufacturers is furnished by 
an executive of General Motors Corporation, who 
points out that while deferred demand should be 
amply satisfied by mid-year and sales may develop a 
downtrend, total sales of cars and trucks in 1950 
could still come close to 6 million compared with 6.2 
million in 1949; and even if the figure proved to be 
nearer 5.5 million, it would still establish a second- 
high record. 

The Department of Commerce in January viewed 
the outlook with scarcely less optimism, predicting 
a decline of from 10% to 20% from last year’s rec- 
ord level, but pointing out that the maximum dip 
suggested would still indicate an output of 5 million 
powered vehicles, an amount previously reached only 
in 1929, 1948 and last year. 

Now that completion of postwar expansion and 
modernization programs permits substantially in- 
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Appraising Strength of 
The AUTO Industry 








creased output and settlement of the steel and 
coal strikes assures an ample supply of mate- 
rials, the greatest competitive battle in history 
is under way to capture the waning deferred 
demand, as well as to attract new car buyers 
as never before. It is interesting to note that 
while leading managements freely concede the 
approach of lessened demand, confidence is ex- 
pressed that their individual companies are all 
set to land a bigger slice of the available pie. 

With the peak spring selling season at hand, 
virtually all components in the passenger car divi- 
sion of the industry, except strike-bound Chrysler, 
are operating at capacity and selling cars almost as 
fast as they can be produced. R. L. Polk & Company, 
statisticians for the industry, estimate that new car 
registrations in January will exceed 365,000 units, 
at least 80,000 units more than in any January for 
the past 25 years. 


Evaluating Sales Potentials 


It is easier to appraise sales potentials of most of 
the car manufacturers until mid-summer than there- 
after. Those independents of established reputation 
and good dealer organizations, such as Hudson, 
Nash, Studebaker and Packard are offering attrac- 
tively designed and improved new models at reduced 
prices, with sufficient appeal to compete successfully 
with the “Big Three” in near months. While officials 
of most of the independents refste any suggestion 
that they will not be able to maintain their estab- 
lished share of the market in the second half year, 
it looks as if they may have some difficulty in sub- 
stantiating their claims, that is unless labor troubles 
hamper the operations of their larger competitors. 
Sheer weight and large promotional outlays of the 
“Big Three,” plus an aggressive and highly trained 
group of dealers, provide a substantial advantage, 
while a huge turnover might permit further price 
cuts which their competitors would find difficult 
to meet. 

Despite uncertainties as to demand in the summer 
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and fall months, high level volume and earnings in 
the first half year should cushion any potential de- 
clines in the later months, thus indicating that 1950 
as a whole should prove very satisfactory to most 
of the better situated car builders. It is also possible 
that apprehension over the approach of slackening 
demand may prove needlessly great, as was the case 
in most industries last year. Since population has 


increased to more than 150 million, national income 
has held steady around $210 million, and more than 
15 million prewar cars need replacement, demand 
for new vehicles may remain stronger and last 
longer than currently assumed by some students of 
the industry. 

no small 


In 


manner, the 


foregoing statistics 
strengthen the general optimism that now pervades 




























Statistical Position of Automobile and Truck Manufacturers 





Net Sales 
1949 1948 


Net Per Share 
1949 1948 


Div. 
1949 


Div. Earnings Recent 
Yield Ratiof 


Price- 


Price 





Invest- 
ment 
Rating 


Range 
1949-50 





Autocar 


$30.8 


Def.E $ .59 





Chrysler 
X 


-$2,084.6 1,567.9 


Nil 


bl, 


_ COMMENTS 


a. 4% £422 Reduced demand for heavy trucks | 










$15.19 10.25 


$5.25 


7.9 


4.3 


66!/2 


in highly competitive field adverse- 
ly affecting sales and earnings. 
Chances for dividend resumption 
quite remote. 





© 854-44/g 





Diamond T 


37.4 


JSE 


2.64 


8.2 


16.2 


12% 


B3 


Operations halted by strike since 
January 25, with serious effect on 
first quarter earnings. Settlement 
should bring rapid recovery and 
ample resources should stabilize 
quarterly dividends close to $1.50 
per share. 





13!/- 9, C+2 Excellent long term record as truck 


manufacturer suggests somewhat 
improved earnings from 1949 de- 
pressed level. 25 cents quarterly 
dividends may continue. 





Federal Motor Truck 


14.0 


Def. E 


PY 5 i 


Nil 


4¥, 


b3%- 3% 


C+2 Some improvement in 1950 sales of 


trucks and buses possible but earn- 
ings unlikely to warrant resumption 
of dividends in near future. 





Fruehauf Trailer 


General Motors .......... 


“5,700.8 4,701.7 


2.50 E 


14.64 


4.16 


9.72 — 


2.00 


9.9 


20, 


235-16!/2 





76!/, 


7836-5 1% 


B2 


B2 


Parts and service revenues may 
cushion lower sales of trailers. Last 
year's coverage of 50 cents quarterly 
dividends slight and their stability 
uncertain. 





1950 earnings should continue excel- 
lent, though not quite equal to 1949. 
Dividends should be dependable at 
least $1.50 per share quarterly, pos- 
sibly supplemented by later extra. 





Hudson Motor Car..... 


259.5 274.7 


5.30 


7.28 


1.704 


12.3 


2.6 


13%, 


1514-9 


C+2 Outlook encouraging for satisfac- 


tory earnings, though probably be- 
tow 1949. Conservative dividends at 
25 cents quarterly rate, plus extras, 
indicated. 





Kaiser-Frazer 


341.5 





Mack Trucks... 


Def. E 


783 109.1 267d 


yf 


Nil 


6% 


I/4- 2% 





123, 


C2 Company staking all on success of 


new low-priced car to appear on 
market soon. This could possibly 
restore profitable operations but 
payment of any dividends remote. 





1534- 91/2 C42 Strongly financed truck maker, but 


heavy overhead tending to restrict 
profit potentials under severe com- 
petition. Earnings may improve but 
resumption of dividends unlikely in 
near term. 





Nash-Kelvinator 


364.1 b 302.8 


6.04 


12.5 


2.8 


17'/, 


18!/2-10!/2 


Cr 


2 Outlook enhanced by high level de- 
mand for both cars and home ap- 
pliances. 1950 earnings not likely to 
match 1949 but ample coverage of 
dividends indicated at 1949 annual 
rate of $2.15. 





Packard Motor ..... a 


214.1 231.9 





Reo ‘Motors ....... 


38.3 Def. E 


51 


50 


7.4 


3%, 


4%g- 3, 


C+2 Price cuts and heavy expenses have 


reduced margins. Earnings poten- 
tials in 1950 obscure but no great 
improvement probable. Early re- 
smption of dividends would sur- 
prise. 





aa 


Nil 


12%- 65% 


C2 


Sharp drop in demand for trucks 
and buses adverse to earnings. Pros- 
pective pickup likely but outlook for 
resumption of dividends dismal. 





Studebaker ..... 
X 


473.1 383.6 


{1.70 


8.12 


2.50 


8.7 


2.4 


28! 


299;,-161/, 








Twin Coach 


21.7 


Def. E 


.02 


Nil 


5/4 


b%4- 4/4 





White Motor ............... 


97.8 


1.41 


4.98 


1.15 


7.1 


11.4 


16g 


C+2 1950 earnings may recede somewhat 


but still remain at relatively high 
level. 60 cents quarterly dividends 
seem assured, and a liberal year- 
end extra possible. 


“C+2 Long term prospects fair, though 


reduced demand for buses tending 
to depress volume. Arrears on pre- 
ferred preclude near term common 
dividends, aside from nominal 
earnings. 





167%/-12!/2 C+2 Strong trade position may bring 





Willys-Overland ........... 


142.3 b 175.3 


1.04 


2.39 


Nil 


6.0 


6, 


Tip- 4\/4 


C3 


slightly improved volume and earn- 
ings in 1950. 25 cents quarterly divi- 
dend not widely covered but pro- 
tected by ample finances. 





Volume in downtrend under impact 
of heavy competition. Slim prospect 
for dividend payments over the me- 


__dim term. 





{—Based on | 





949 earnings. 


(a)—Plus stock. 


(b)—Year ended September 30, 1949. 


(e)—Estimated. 
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the industry. C. E. Wilson, president of General 
Motors, for example, has stated that his company 
expects to equal or exceed its 1949 production rec- 
ord, and all of his division heads concur with this 
opinion. Managers of the Oldsmobile, Chevrolet, 
Pontiac and Buick divisions have all projected a 
yearly output close to or above the year before, and 
their present momentum may validate their hopes. 
Chevrolet by May 1 plans to produce as many as 
620,000 cars, or within 100,000 of the number that 
rolled out of its factories in the entire first half 
of 1949. 


Other Production Goals 


Similarly, Ford plans to produce at least 600,000 
cars by July, supplemented by 150,000 Lincolns 
and Mercurys. Chrysler, prior to the strike, had set 
equally ambitious schedules that will need revision 
when the work interruption is terminated. Hudson 
counts on hard selling by dealers to keep 1950 out- 
put close to last year. Packard predicts that its im- 
proved models with Ultramatic drive will boost sales 
above those of 1949. Studebaker’s president, H. S. 
Vance, expects that production by his concern in the 
first quarter will be of record proportions, perhaps 
30% above that in the same 1949 period, and that 
after allowing for somewhat reduced output in the 
last half year, 1950 as a whole should prove very 
satisfactory. 

An important factor contributing to general con- 
fidence in auto circles is strong statistical evidence 
that a rise in replacement car sales will at least par- 
tially offset a prospectively lower demand for cars 
by first time new car buyers. The use of the expres- 
sion “deferred demand” in the auto industry carries 
a double meaning in that it embraces both unsatis- 
fied intentions by those consumers who may have 
never owned a car before, and demand stemming 
from car owners with obsolete or worn out models. 
Now that is possible to walk into the premises of 
most dealers and obtain prompt or early delivery, 
demand from first time owners naturally should 
ease somewhat, although as long as economic con- 
ditions remain fairly stable, it should continue in 
substantial proportions. 

While it is true that the much-improved construc- 
tion of passenger cars in recent years, together with 
the ready replacement of all parts from engines to 
gadgets, has tended to increase their usable age, it 
is equally certain that physical deterioration and 
obsolete design are offsetting factors. 


Demand Indicators 


R. L. Polk & Company estimate that at the end of 
1949, the number of passenger cars on the roads 
had risen to a peak of more than 35 million, a 20% 
gain since 1941, and 13.4 million were of prewar 
vintage. In contrast to a normal scrappage of 1.6 
million cars annually, only 488,000 were retired in 
1946, 855,000 in 1947 and 1.2 million in 1949. It ac- 
cordingly seems logical to expect a continuing up- 
trend in replacement demand for cars. For the same 
reason, demand for replacement parts that impor- 
tantly swell revenues of the auto makers should con- 
tinue quite substantial. In combination, these influ- 
ences should aid in stabilizing volume of the industry. 

There are several factors, however, that should 
temper optimism over the 1950 outlook for the in- 
dustry. Truck production in 1949, for example, de- 
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clined to around 1.1 million units from the boom 
level of 1.386 million in 1948, and the consensus of 


opinion indicates a further drop to 850,000 units in F 
the current year. Reasons advanced are the gloomy [ 


outlook for exports, satisfaction of demand created 


by wartime shortages, and reduced purchasing 
power of farmers who presently own almost a third | 


of all trucks in use. 

As with passenger cars, though, sight must not 
be lost of the increasing replacement demand for 
trucks. At the end of last year, about 7.6 million 
trucks were running in contrast to only 4.87 million 
eight years before. Considering greatly increased 
mileage and heavy wear and tear, it would seem 
that nearly 2 million trucks must be about ready 
for the scrap heap, an amount equal to nearly twice 
last year’s production. 

As for export sales, shipments abroad of pas- 
senger cars and trucks declined to around 300,000 
units last year, and dollar shortages may cause a 
further dip in 1950. Industrial recovery or expan- 
sion all over the world, however, has relied strongly 
on extensive use of American trucks, often in fleets, 
so that export orders should continue to be fairly 


substantial. Shipments of truck parts overseas last 


year, rose significantly. While domestic farm income 
is receding, agricultural resources remain very high 
and the bulk of everything from farm animals to 
crops is now shipped to market via trucks. Although 
a definite buyers market for trucks has arrived, no 
marked shrinkage in demand seems probable. 


Annual Reports 


At this writing, only a few of the passenger car 
and truck manufacturers have issued their 1949 an- 
nual reports, but between those who have done so, 
production statistics and interim statements, last 


year’s picture becomes pretty clear. It seems certain | 
that the “Big Three” last year captured an increas- | 


ing share of the total car market from their com- 
petitors, both as to passenger cars and trucks. The 
proportion attained by this dominant group prob- 
ably rose to around 86% compared with 80.3% 
in 1948, 

On record sales volume of $2 billion in 1949, mar- 
gins of Chrysler widened and net earnings soared 
to $15.19 per share versus $10.25 the year before. 

Highlights of the amazingly favorable report of 
General Motors Corporation were: (1) unit sales of 
2,764,397 cars and trucks produced by GM plants in 
the United States and Canada; (2) dollar volume of 
$5.72 billion from sales of automobiles, parts and 
broadly diversified products; (3) net income of $656 
million or $14.65 per share compared with $9.72 in 
1948; (4) maintenance of net profit margins close 
to the prewar average of 11.5% in the 1936-41 pe- 
riod; (5) capital expenditures of $130 million in 
1949; (6) retirement of all funded debt; (7) pay- 
ment of an increased part of earnings as dividends. 

Although Studebaker’s gain in production did not 
equal that of its larger competitors, sales in 1949 
rose $90 million above 1948 and the net profit ratio 
to volume advanced to 5.88% compared with 4.98% 
the year before. Net earnings accordingly climbed 
to $11.70 per share against $8.12 in 1948. 

In the year ended September 30, 1949, Nash-Kel- 
vinator reported a volume gain of 21% and net 
profits advanced to $6.04 per share from the 1948 
level of $4.64. Under the impact of severe competi- 
tion, rising costs and re- (Please turn to page 700) 
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Improved Earnings 


Outlook for 
RUBBERS? 


By GEORGE L. MERTON 


ie ollowing earnings declines last year, major 
rubber companies are looking more hopefully into 
1950 as a year which may see elimination of the 
squeeze between high postwar costs and prewar sell- 
ing prices. The first corrections of this situation, 
in the form of two 314% price increases for replace- 
ment tires in the fourth quarter of last year, didn’t 
come in time to benefit 1949 earnings. The effect, 
rather, was merely to restore part of the price re- 
ductions made earlier in that year. 1949 earnings 
statements therefore reflect the year’s “unrealistic” 
price-cost relationships. Sales were off but earnings 
even more so. 

At that, 1949 was not a bad sales year, though 
following the postwar bulge in production and ship- 
ments, some decline was inevitable. Total output of 
automotive casings eased off to 76.3 million units 
from 81.3 million in 1948; shipments held relatively 
better at 76.5 million compared with 77.8 million 
units the year before. Inventories at the end of the 
year were little changed, aggregating some 10.6 mil- 
lion units compared with 10.7 million at the end of 
1948. Total consumption of new rubber, for all pur- 
poses, last year amounted to 988,618 long tons, about 
714% under the tonnage consumed in 1948. 

Indications are that over-all tire shipments in 
1950 will not differ materially from those of last 
year. While on the one hand, a decline in original 
equipment demand is anticipated in line with pro- 
jected lower auto production in the second half of 
the year, some increased in replacement require- 
ments should materialize. The latter expectation is 
logically based on the record number of motor vehi- 
cles on the road and their greater usage; also on the 
abnormal proportion of old cars in use. Sales figures 
will further reflect the 7%price advance instituted 
on replacement tires in the late months of 1949, and 
the 5% boost made by major companies in original 
equipment tire prices, effective January 1. Further 
rises may be forthcoming later. Recent management 
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comments on the price situation distinctly point in 
this direction. 

As to the extent of coming shifts in demand, 
Akron officials are fairly unanimous in predicting 
an increase in 1950 of between 5% and 10% in 1950 
passenger replacement tire sales, and also gains in 
truck and bus tire demand. The prospective drop 
in new equipment sales is less readily predictable, 
depending on the demand trend for new automo- 
biles. But the view is widely held that any decline 
after mid-year should be readily offset by higher 
replacement tire sales. 


Cost Trends and Labor Factors 


However, while sustained overall unit sales and 
higher prices should combine to raise dollar volume, 
there are some offsetting aspects regarding costs and 
profit margins. The price of natural rubber, of 
which the country last year consumed about 576,461 
tons (more than half of total consumption) has been 
firming recently, and higher labor costs loom ahead 
by way of new or improved pension systems. The 
latter may not be felt until the second quarter of 
this year, but they add substance to the belief that 
still higher tire prices are likely to be forthcoming. 
The pension trend in the industry is illustrated by 
the agreement recently concluded between Goodyear 
and the CIO United Rubber Workers. 

The rubber industry, however, has long ceased to 
be “just tires.”” Mechanical rubber goods and indus- 
trial products demand has become increasingly im- 
portant and continues quite active, though the huge 
postwar order backlogs have virtually disappeared 
by now. Further growth is indicated for such lines 
as foam rubber, chemicals and plastics, as well as 
certain military equipment. Foam rubber latex, in- 
creasingly used for transportation seating, furni- 
ture and mattresses, remains one of the industry’s 
most promising product. Goodyear and Firestone 
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have materially expanded output capacity for this 
material. 

Indicative of the growth of non-tire lines in the 
last decade, it has been stated that total sales of 
mechanical rubber goods last year were more than 
double any prewar year. 1950 sales of belting, hose 
and other industrial rubber products alone should 
equal or exceed the $450 million established during 
1949; the latter, though quite high, was however 
$110 million below the all-time record volume of 
$560 million set in 1948. 


Areas of Expansion 


New areas of expansion have appeared in this 
particular field, such as the development of rubber- 
to-metal parts to eliminate shock, vibration and 
wear, and also in the plastics field. Broadening uses 
for rubber parts are appearing among automotive, 
chemical, farm equipment, oil and other basic in- 
dustries. For instance, rubber springs have been de- 
veloped which will ease the riding on farm tractors, 
and there exist now rubber bearings which radically 
simplify the design and manufacture of oil well 
pumping units. 

Non-tire activities, in short, represent a field that 
promises continuous and considerable future growth, 
constituting even now a sizable percentage of the 
dollar value of all rubber goods sold. Since these ac- 
tivities are newer and less concentrated, wage rates 
are much lower than in the tire-building field. Even 
more important, since such products are sold to 
many markets, there is not the concentration of 
buying power as found in the automobile manufac- 
turers group. Margins therefore are generally wider 
than on tire sales, and wide product diversification 
moreover helps to soften both seasonal and cyclical 
fluctuations in operations. Eventually it is thought 
that over half of the industry’s total sales and an 
even larger proportion of profits will be derived 
from non-tire lines. 

As far as tires are concerned, industry capacity 
during the latest war was increased to such an ex- 
tent, to meet military needs, that the backlog of re- 
placement demand and the building up of adequate 





inventories could be satisfied in 1948. This resulted 
in 1949 in an excess capacity of production over de- 
clining demand, keen competition, particularly in 
the original equipment field, and reduced selling 
prices in the face of increased costs. Hardest hit 
by the price-cost squeeze were the small firms, whose 
profits largely evaporated or gave way to red ink. 
They mainly depended on replacement sales and that 
market had shrunk from 49.1 million units in 1948 
to 43.4 million last year. 

Even worse was the impact of rising costs. Jack- 
ing up prices was not a feasible way out in view of 
declining demand. Price wars and hot competition 
had marked the industry for years and what with 
reluctance of the big competitors to boost prices, 
the smaller outfits found themselves in a thoroughly 
unenviable position. 

The “big four”—Goodrich, Goodyear, Firestone 
and U. S. Rubber—were somewhat differently situ- 
ated. They supply most of the original equipment 
tires and with new cars rolling off assembly lines at 
an accelerating pace, such demand was flourishing 
even while replacement demand was shrinking. They 
too felt the cost squeeze and auto makers undoubt- 
edly made the best of a highly competitive situation, 
but the impact was less severe—largely because 
volume remained quite high, helping keep down unit 
costs. Thus the big producers were much farther 
away from break-even volume than most of the 
smaller units; besides, they had the benefit of 
marked diversification as previously described. 

Even so, results among the leading companies 
varied considerably, as shown by the following com- 
parison (see also appended tabulation) : Whereas 
net sales of Goodrich dropped 7.6%, reported net 
per share was off 13.4%. Both as to sales and re- 
ported per share earnings, this is by far the best 
showing in the group. In comparison, Firestone had 
an 8.5% decline in sales, but per share net dropped 
some 36%. Goodyear, whose sales declined 10.5%, 
reported net profits on a per share basis 18% lower. 
Though volume of U. S. Rubber fell off only 9.5%, 
per share net was down about 34%. 

Industry problems were more incisively high- 
lighted by the results of the medium and smaller 
companies: General Tire’s sales fell off 
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12.6% but reported net profits per share 
were down fully 87%. Dayton Rubber and 
Seiberling Rubber reported deficits. 


Special Reserves and Write-Offs 





It should be mentioned that the foregoing 
percentages of earnings declines are after 
special reserves and write-offs which in 
some cases have been substantial. Before re- 
serves, the earnings decline of Firestone, for 
instance, would have been limited to 27% in- 
stead of 36%. Goodyear, which reported net 
a good deal higher than earlier estimates 
had allowed for, charged $3.9 million to last 
year’s operations because of continuing re- 
strictions on the remittance of earnings in 
foreign countries. Before this charge, the 
drop in earnings would have been corre- 
spondingly smaller. 

Goodyear, incidentally is now feeling the 
impact of the strike at Chrysler, for whom 
it is the leading supplier of tires and to 
whom it also furnishes a substantial amount 
of foam rubber used in seat cushioning. As 
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Statistical Position of Leading Tire and Rubber Companies 





Net Sales Oper. Margins 
1949 1948 1949 1948 
—($ mill.)— To To 


Net Per Share 
1949 1948 


Div. _Price- Invest. 
Div. Yield Earnings Recent ment 


1949 yA Ratio Price Rating COMMENTS 





Dayton Rubber $23.5 a $27.3 d 447, $ 38d $1.44 


C+] Better tire prices and large propor- 
tion of non-tire business should lead 
to profit recovery though keen com- 
petition may limit potentials. Divi- 
dend outlook remains doubtful but 
reduced payments may continue. 


$.90 63% 14% 





Firestone Tire & Rub... 579.6a 633.8 6.2% 8.4 8.81 13.83 
X 





Substantial earnings are indicated 
over medium term, assuring wide 
dividend coverage at 1949 rate of 
$1 quarterly. Substantial yield 
holds attraction. 


4.00 6.8 6.6 58% BI 








| General Tire & Rubber... 92.5b 105.9 7.2¢ .94 


14.36 





| Goodrich, B.F......_387.9 419.7 101 126. 16.57 
=: 


Improved price-cost relationships 
point to probability of sharp earn- 
ings recovery in 1950, with corre- 
spondingly more satisfactory divi- 
dend coverage. If so, 1949 divi- 
dends may be repeated. 


200 85 25.1 235% C+! 





5.50 6.5 5.8 84 BI Earnings should continue excellent, 
affording ample dividend coverage 
with room for higher payments. 
High yield attractive. 





| Goodyear Tire & Rub. 633.5 704.8 6.9 8.5 


| 
35.7 6.1 8.9 


| Lee Rubber b The. es ‘ 31.94 








Norwalk Tire & Rubber. Poe d i e 


Ew sae 


Seiberling Rubber . 





25.3 4 2% ad 2 





U.S. Rubber... 572.0 5.0 65 5.62 8.48 


$1 quarterly dividend rate amply | 
safeguarded by prospective i950} 
earnings which may show moderate | 
improvement over last year. 


4.00 8.0 5.9 49%, BI 


One of the best of the small units. 
Moderate earnings improvement in- 
dicated this year, assuring satisfac- 
tory dividend coverage. 


3.00 6.3 98 #47 ~~ ~&BI 





Company in process of reorganiza- 
tion under voluntary petition. A pur- 
chase offer by outside interests is 
being considered. Stock is an out- 
right gamble on outcome of these 
moves. 


Nt 


H | About 90% of sales derived from 
Nil pee bY, C+ tires, tubes, sold in replacement 
market. Some earnings improve- 
ment indicated, but outlook for 
dividend resumption uncertain. 





3 Earnings improvement likely and $3 
7. 43% (St Giigeed dhecld be sale. lateie 
payments advanced from 50c to 75c 
in apparent desire to equalize pay- 
ments more nearly over the year. 


3.00 7.0 





(a)—Year ended October 31, 1949. 


(b)—Year ended November 30, 1949. (d)—Deficit. 





(c)—Pre-tax margin. 


(e)—Deficit indicated. 
(f)—Year ended September 30, 1949. 

















a result of this strike, Goodyear was forced to cut 
tire output severely and place production more or 
less on a day-to-day basis. This will doubtless find 
reflection in first quarter results. 

The experience highlights the uncertainty of earn- 
ings predictions for the tire industry in the event of 
other prolonged stoppages in the auto industry. Gen- 
eral Motors in May is in for a pension tussle with 
the U.A.W. that may also lead to a tie-up. If so, tire 
industry sales are bound to be affected. To what 
extent any such loss of sales can be made up for 
later remains to be seen. 

On the other hand, as far as replacement demand 
is concerned, the prospect of still higher tire prices 
later in the year may well spur demand “to beat 
the boost.” If so, any resultant sales upsurge may at 
least partially be at the expense of subsequent vol- 
ume. These trends need watching, lest a temporary 
sales and earnings spurt be confused with a perma- 
nent trend, or a marked strengthening in the basic 
demand situation. 

Goodrich, showing the smallest earnings decline 
percentagewise even after special reserves of $5 mil- 
lion (versus $8 million in 1948) chalked up this 
record despite certain handicaps. Seven of the com- 
pany’s plants, employing nearly two-thirds of its 
production workers, were not in operation during 
five weeks of the third quarter because of a strike. 
Thus whereas profits for the first nine months had 
shown a drop of 24.9% from 1948, the percentage 
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decline by the end of the year had been narrowed 
to 13.4%. 

If fourth quarter results are to be any criterion, 
and barring strike interruptions in the future, the 
company this year should do quite well; net per 
share in the last quarter amounted to around $6. 
Seasonal variations, however must be taken into 
consideration in appraising full year earnings. 
potentials. 


New Product Development 


The company is placing increasing emphasis on 
new product development and product improvement. 
One of its latest contributions, the Puncture-Sealing 
Tubeless Tire, was placed on the market in 1948 
and is enjoying mounting sales as production in- 
creases. The company also is a leading maker of 
“cold rubber,” for the production of which a con- 
tinuous process method has recently been adopted. 

Enlarged markets for replacement tires, foam 
rubber and rubber industrial products is anticipated 
by Firestone in the current year which marks the 
company’s fiftieth anniversary. Earnings in 1948, 
as already shown, were off rather more drastically 
than sales which declined 8.5%. Reported net in- 
come was, however, after a special deduction of 
$5.1 million. The company obtains about two-thirds 
of sales from tires and tubes, and the rest from a 
wide list of mechanical rubber goods, sponge rubber, 
plastic products, and (Please turn to page 700) 
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Financial Survey of Specialty and Unclassified Stocks 





1949 1948 1949 


1948 


Div. 
NetPerShare Dividends Per Share Yield} E 


%o 


Price- Invest- 
arnings Recent Range ment 
Ratiof Price 1949-50 Rating COMMENTS 





Abbott Laboratories ....$3.10 E $2.98 $1.80 
Ww 


$1.20 


3.5% 16.4 51 54!/.-37 A2_ Increased output of old and new items 


points to stable or possibly larger vol- 
ume and earnings. Dividends may mod- 
erately exceed those of 1949. 





American Bank Note... 2.64 3.71 2.00 


2.20 


9.7 


7.7 20! 7 2 Somewhat lower volume probable in 
(2 0 83 first half year. Moderate decline in 1949 
earnings may extend but dividends at 
recently reduced rate of 25 cents seem 

secure. 





American Cann nce 10.02 9.71 4.00 


4.00 


3.6 


1.0 ot 119-81 A2_ ‘Prospects good for continued strong de- 
mand for metal containers by canning 
and brewing industries. Ample coverage 
of 75 cents quarterly dividends assured. 





American Chain & Cable... 4.60 E 5.32 2.00 


2.00 


4 24 263-19! Slight further downtrend in earnings 

5 % %e tr C+3 possible but payment of 40 cents quar- 
terly dividends and a year-end extra 
seems pretty certain. 





American Chicle 3.31 3.92 2.50 
WwW 


5.0 


! -393 Steady demand for chicle at firm prices 
15.0 49/2 50 39% At? enhances 1950 earnings potentials. 50 


cents quarterly dividends secure. Year- 
end extra probable. 





American Home Products... 2.77 2.36 1.70 
WwW 


1.45 


5.2 


J 2) -24! Strong trade position, improved facili- 

12.0 327% 34 241/4 A2 ties and enlarged offerings encourage 
optimism. 1950 total dividends should 
equal or exceed $1.70 paid last year. 





American Ice nn 1.08 .98 .60 


60 


75 


7.4 Wa. 5I Outlook clouded by increased competi- 
$ % 5/4 @ tion from refrigeration. Payment of 
moderate dividends at uncertain inter- 

vals indicated. 





American News... 3.51 5.33 2.50 


7.0 


10.3 ! 32 B2 Long record of unbroken dividends 
0 36/4 36% should continue, probably at 25 cents 


bi-monthly rate supplemented by vary- 
ing extras. 





American Safety Razor... .35E 47 50 


75 


6.6 


21.4 7!) 934- bl/, B2 Heavy competition and rising expenses 
cutting into earnings. Resumption of 
dividends seems unlikely in near term, 
following recent lapse. 





American Ship Building... 4.47¢ 1.47 3.00 


75 


9.0 40 43!/,-37 C+3 Satisfactory backlog orders should cre- 
ate reasonable earnings in 1950, though 
probably below 1949. Dividends at $3 
annual rate paid in 1948-49 seem rather 
liberal relative to earnings. 





Archer-Daniels-Midland ... 7.37 ¢ 7.55 2.00 


2.00 


5.1 


5.3 39 42'/2-263%, B2 Advanced prices should stabilize 1950 
earnings. Wide coverage of earnings 
over conservative 50 cents quarterly 
dividends should continue. 





EEREION WATE wsircicccccncssincncness “N08 2.94 1.60 


1.60 


6.2 


14. 255 3 L25e A2_ Lower prices for specialties reduced 

3 5% 3 5% 1949 net. Earnings’ spread over divi- 
dends slight but strong finances may 
create stable payments. 





Bush Terminal Co... .78 1.28 a 


11.5 9 9. 7 C2. Earnings potentials obscure, but direc- 
Va tors recently 9 small cash dividend 
of 20 cents, following two years when 

only dividends in stock were paid. 





Canada Dry on eeneennnnene 1.04h 1.31 .60 


-60 


5.1 


11.3 Wy 12%e- 95 BI 1950 earnings will likely improve some- 
ts he- 9% what from 1949 lower level. No change 
in 15 cents quarterly dividends may 

occur. 





Catalin Corp. of America... .35 .24 15 


2.6 


16.4 53, 74- 3%, C2 Unimpressive earnings seem likely to 
continue. Payment of a small year-end 
dividend possible but not too certain. 





C.1. T. Financial. 6.81 4.57 3.00 
X 


4.5 


9.7 66 66!/4-42!/2 BI Further uptrend in earnings likely as 
acquisitions of auto and other time 
paper increase. 1950 total dividends 
should at least equal $4 per share. 





Colt's MEQ. enneennenennnnee 2465 56 «2.00 


4.2 


18.0 47! 475, -333 Cl Larger sales of military items and un- 
ha Th 33% related products creating uptrend in 
earnings. Strong finances may support 

payment of irregular diviednds. Com- 

pany inviting tenders for common stocks. 





Commercial Credit ............. . 9.16 8.56 4.00 
x 


6.4 


. 3-46! Earnings should expand as instalment 

67 62 64% 46% BI paper holdings mount and industrial 
subsidiaries recover from 1949 recession. 
Recently advanced $1.20 quarterly rate 
should easily hold. 





t—Based on 1949 dividends. 
(a)—Paid 5% in stock. 
(b)—Plus stock. 
(c)—Year ended June 30, 1949. 








$—Based on 1949 actual or estimated earnings. 


(d)—Deficit. 

(E)—Estimated. 

(#)—Year ended July 31, 1949. 
(g)—Year ended October 31, 1949. 
(h)—Year ended September 30, 1949. 
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Financial Survey of Specialty and Unclassified Stocks (Continued) 








Div. Price- Invest- 
Net PerShare Dividends Per Share Yieldt Earnings Recent Range ment 
1949 1948 1949 1948 %  Ratiot Price 1949-50 Rating COMMENTS 
Diamond Match _.. 3.40 E 2.62 2.00 2.00 5.4 10.7 36!/, 40 -315 A2_ Diversified output beneficial to volume 
W and earnings. Last year s uptrend in net 
may level off but no variation in liberal 





| : dividend policies probable. 
Froedtert Grain & Malt... 3.44 f 1.57 82b 75 4.8 5.0 17 191/g-1134 B—2 Enlarged facilities and lower grain 


costs favorable factors, as demand con- 
| tinues at high level. 25 cents quarterly 
| dividends well protected. 


Gar Wood Industries... .53gd 1.89 Nil Nil 5 65%4- 3% C2. No near term improvement in difficult 


operating conditions seems in sight. Re- 
sumption of dividends not an early 
prospect. 








holding over-all earnings at satisfactory 
level. 75 cents quarterly dividends plus 
occasional extras appear secure. 


Greyhound) 2, 22 1.70 1.00 1.00 G2 8.8 10% 12 - 9% B2 Increased operating costs restricting 


profits to a point where coverage of 25 
cents quarterly dividends is rather nar- 
row, but they may prove stable. 


Lanpert'Co, ..-........ 250E 1.90 1.50 1.50 7.0 8.6 21% 2294-174 B2 Satisfactory demand for special pro- 


prietaries should stabilize earnings in 
1950, providing fair protection for 37'/ 
cents quarterly dividends. 


Life Savers B00E = 3.68 2.20 2.50 62) NB SS 35Q—-3734-34/g —A2_—~Pickup_in demand from trade with re- 
W 


Gillette Safety Razor... 6.26 6.80 3.25 3.00 8.5 6.0 38 3834-24 B2 Investment in Toni Wave enterprise 
X 











duced inventories should hold or expand 
earnings from 1949 slightly reduced 
level. 40 cents quarterly dividends safe 
and year-end extra may be paid. 


Nopco Chemical 2.46 2.26 1.60 1.60 5.4 12.0 29/4 30 -21%, B2 Margins on sales of industrial chemicals 


should prove satisfactory in current year. 
No change in 40 cents quarterly divi- 
dends anticipated. 


Rexall Drug ................_ Ed Al Nil Nil Se aus 54 6%- 4'/g  C+2 Inventory adjustments and heavier op- 


erating costs create difficulty in keeping 
above break-even point. Resumption of 
dividend payments soon improbable. 


Vo. 97 \ d demand for divertified output 
Savage Arms on. 3.29 2.85 1.75 1.75 10.4 5.1 16H, IW,- 9% C2 eee oiaet tas teen aes Sa 


earnings probably will sustain dividends 
at 1949 level. 


Sheaffer (W. A.) Pen........ 2.85 E 3.06 1.60 1.30 8.6 6.5 18!/2 2174-119, B2 Strong trade position a stabilizing fac- 


tor in highly competitive year. 10 cents 
quarterly dividend recently bolstered by 
payment of $1.15 extra. 


Si en 4.50 7.10 2.50 2.50 8.7 6.4 28%, 294-22 BI Earnings last year adversely effected by 
reduced demand, but improvement in- 

dicated for first half of 1950. No change 

likely in 50 cents quarterly dividends. 


Sperry 3.00E 4.32 2.00 2.00 6.8 9.7 29/5 291/4-22H%, BI Heavy inflow of military orders likely 

to offset decline in earnings from farm 
equipment division. Dividends at annual 
rate of $2 appear secure. 


Sterling Drug nn cceenen . 3.15E 3.24 2.25 2.25 6.0 12.0 37%, 411/,-35 A2_ Favorable outlook for sustained de- 

WwW mand for company's popular remedies 
suggests stable earnings this year. Pay- 
ment of 50 cents quarterly dividends and 
a@ modest year-end extra seems likely. 


Cree RIN@S) ee 6s 2.24 2.00 2.50 12.0 4.6 16% 18 -11% C2 Heavy ocean traffic, aided by Govern- 


ment subsidies, should maintain satis- 
factory earnings, although in view of 
heavy outlays for new ships, 50 cents 
quarterly dividends appear pretty 


















































liberal. 
Vick Chemical 0. 2.79 € 2.70 1.20 1.20 5.4 8.0 2244 25 -20 B2 Stable demand for company's medi- 
WwW cinal specialties and diverse chemical 


output favors current outlook. 30 cents 
quarterly dividends amply secure. 


Walgreen ....................... 3.20h 3.03 1.85 1.85 5.8 9.8 31', 32 -25% B2_ Efficiently managed operations tending 
to moderately improve earnings on 
large and rapid turnover. A year-end 
extra may again supplement quarterly 
dividends. 


Wrigley .. 6.30 5.82 5.00 4.00 5.9 13.4 84!/, 84!/,-66 A2 Aggressive promotional activities and 
WwW established brand coperey should 
Y 


hold earnings at fairly high level. 1950 
dividends should equal 1949. 














t{—Based on 1949 actual or estimated earnings. (d)—Deficit. 

t—Based on 1949 dividends. (E)—Estimated. 
(a)—Paid 5% in stock. * (f)—Year ended July 31, 1949. 
(b)—Plus stock. (g)—Year ended October 31, 1949. 
(c)—Year ended June 30, 1949. (h)—Year ended September 30, 1949. 
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Fickle 


April in the past has been a 
fickle month for the stock market, 
without any semblance of sea- 
sonal bias. Checking the chart 
back to 1920, or for 30 years, we 
find sizable net advances for this 
month in 10 instances, sizable de- 
clines in 10, insignificant net 
changes in 10. You get a similar 
if- less closely balanced mixture 
by extending the record to 50 
years. April has often produced 
interesting, and at times violent, 
market history. April was the 
bottom month of the great 1939- 
1942 bear market. April brought 
the only considerable reaction (in 
1936) in the two-year upward 
grind which topped off the 1932- 
1937 bull cycle. That was the bull 
market which “settled down to 
business” early in 1935 after a 
number of violent and erratic 
swings in late 1932 and through 
1933-1934. In the same period, 
April, 1933, brought the sharpest 
net rise for any single month in 
all history, amounting to about 
40% for the Dow industrial aver- 
age. April, 1932, brought one of 
the sharpest net declines, about 
23%, ever seen in one month. 
April, 1931, was also a very bad 
month for the market. In the 
present instance, April should be 
‘regarded with some distrust. This 
is not because of the record, but 
because a_ sizable reaction is 
overdue. 


Richfield 


Very few oil companies, none 
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of major importance, earned more 
last year than in 1948. Probably 
the outstanding showing was that 
of Richfield Oil, whose profit rose 
to $5.11 a share from 1948’s 
$4.19. The chief reason was the 
discovery and development of un- 
usually profitable fields of high- 
grade crude in the Russell Ranch 
Field in 1948 and the South 
Cuyama Field in 1949. Both are 
in California, where the company 
exclusively operates. In 1948 Rich- 
field’s crude output equalled only 
a little over a third of refinery 
runs; but it had, and still has, an 
advantageous long-term contract 
under which it obtains crude oil 
from the Union Pacific Railroad 
in exchange for fuel oil. The crude 
discoveries of 1948-1949 may be 
of major long-term importance. 
Majority control of this company 
is held by Sinclair Oil and Cities 
Service. Prior to reorganization 
and merger in the 1930’s, the op- 
erating record was poor. The 





stock’s 1949-1950 range has been 
423 - 2434, and it stands now at 
383/,. This makes it one of the 
“best-acting” oils. However, it re- 
mains a_ speculation. From a 
basic, long-term view, it is not 
remotely in the class of premier 
oils like Standard of California, 
Standard of New Jersey, Gulf 
Oil, Texas Company and a num- 
ber of others. 


So What? 


Some observers with short 
memories wax enthusiastic over 
the major economies which most 
railroads are obtaining through 


_their progressive switch to Diesel 


locomotives, both for line and 
yard haulage. The realistic view 
is (1) operating results would be 
poor, indeed, without this saving; 
and (2) the benefit can hardly 
be permanent. In short, this col- 
umn figures that if and when the 
railroads gain something, the 





Standard Brands 

Coca-Cola .......... 

Briggs Mfg. Co... 

First National Stores.. 

Allied Chemical & Dye... 

National Pressure Cooker... 

Chrysler Corp. ................. 

NO NGS sais oss snes cceisncsecedsaczseses 
I TINO, So hictccbevepice ss civacdeveraeattolerase 
Pacific Tin Consolidated............................ 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1949 1948 
Year Dec. 31 $2.34 $2.05 | 
Dec. 31 Quarter 1.49 1.36 | 
Year Dec. 31 6.88 5.40 
Dec. 31 Quarter 2.07 1.89 
Year Dec. 31 16.78 14.35 
Dec. 31 Quarter .67 57 
Year Dec. 31 15.19 10.25 
Dec. 31 Quarttr .24 12 
52 Weeks Dec. 31 5.22 3.50 
Dec. 31 Quarter 19 -10 
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benefit almost surely will in due 
time be taken by the unionized 
employees. Very little, if any, will 
be reflected in dividends. There 
is a limit to operating economies 
subject to managerial control. 
There is apparently no limit to 
wage demands and feather-bed- 
ding innovations. Demands now 
pending are estimated to involve 
a cost of around $400 million a 
year, or more than the industry’s 
total net income for 1949. Income 
on that order could also be trans- 
formed to loss by even a rela- 
tively mild business depression. 


Hedges 


Remember the “inflation talk” 
of 1948, when commodity prices 
were soaring and any broker 
could give you a list of inflation- 
hedge stocks? Non-ferrous metals 
stocks figured prominently in 
most such lists. You would have 
fared fairly well in these stocks 
—not as well as in many without 
inflation-hedge characteristics—if 
you had been wise enough or 
lucky enough to buy them low 
and sell them high. As long-term 
inflation hedges they have not 
worked out well. It might or 
might not be different 10 or 20 
years hence. Right now, lead pro- 
ducers in particular are worried 
about deflation. This metal is in 
world oversupply. The domestic 
price has fallen from a 1948-1949 
high of 21.5 cents a pound to 11 
cents. The 1939 average was 
slightly over 5 cents. However, at 
present mining costs in this coun- 
try, the price becomes highly un- 
profitable long before the prewar 
level is reached. 


Last Try? 


There has been some recent 
speculative activity in Continental 
Motors, now around 6%. Prob- 
ably it stemmed from the renewal 
of auto production by Kaiser- 
Frazer, after a hiatus in which 
new models were designed and 
working funds obtained from the 
RFC. Kaiser-Frazer has been a 
major buyer of engines from Con- 
tinental. K-F stock has also had 
a spurt, rising this year from 
low of 43% to high of 714, and 
standing now at 6. If the new 
models do not make a big hit, it 
would take a supreme optimist to 
see any kind of future for Kaiser- 
Frazer. 


Textiles 


Textile stocks have been among 
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the poorest market performers in 
recent weeks. The outlook for 
the woolen branch, as noted here 
before, is most uninspiring. Raw 
wool is too high in price. On the 
other hand, rayon and other syn- 
thetics are an increasing com- 
petitive threat to woolens in the 
garment trade. This foots up to 
a profit squeeze. The stock mar- 
ket appears to be saying that re- 
cent active output of cotton goods 
and rayon will soon become less 
so. Whether this implies over- 
production or little more than 
purely seasonal slackening, time 
alone will tell. The rayon com- 
panies have the best basic outlook, 
of course, because of superior 
growth of demand and better con- 
trol over costs. However, newer 
synthetics might ultimately en- 
croach on rayon or force some 
adjustments. That might be years 
away, though. 


Labor Costs 


Organized labor remains on the 
march and militant. One might as 
well stop talking about fourth- 
round or fifth-round demands. As 
long as the economy is not in a 
real tailspin, there will be annual 
demands without end. Many in- 
vestors have begun to figure on 
relative labor costs as a key fac- 
tor in stock selection. That is 
sensible, but has serious limita- 
tions. Were other things equal, 
preference would naturally be 
given to stocks in industries with 
a low, or at least below average, 
“labor factor.” But in investment 
selections, other things are never 
equal. The rule remains that in 
the stock market you come at 
least fairly close to getting what 
you pay for. Among stocks suited 
mainly to income investment, la- 
bor costs are low for cigarette and 
snuff makers; and much below 
average for electric utilities. The 
natural gas industry has a low 


labor factor and long-term growth 
promise, but is not without some 
political uncertainties. Federal bu- 
reaucrats, now controlling inter- 
state gas pipe lines, would like 
also to regulate the price of natu- 
ral gas at the point of origination. 
Maybe they will get that power in 
time; maybe not. It could make a 
big difference to gas producers. 


Food Store Stocks 


Stocks of chain-grocery retail- 
ers, considering their normally 
quiet market behavior, have been 
somewhat on the sensational side 
recently. As a group, they have 
risen above their 1948 recovery 
high by a margin several times 
wider than that shown by the 
Dow industrial average ; and their 
recent best level was only mod- 
erately under the group’s 1946 
bull-market high. For the postwar 
period as a whole, these stocks 
have gained importantly in rela- 
tive position, compared, for exam- 
ple, with variety store or the best 
drug-chain stocks. These are the 
only three retailing lines qualify- 
ing for investment status on the 
basis of stability of earnings and 
dividends. It is not generally rec- 
ognized that the most significant 
change in retailing technique since 
prewar has been development of 
the super-market, self-service type 
of food distribution. The benefit 
to profits of chain stores has been 
large, and should endure for at 
least some years. This is what is 
behind the superior performance 
of the stocks. The physical trans- 
formation of food store chains 
still has some distance to go, re- 
quiring at least several more 
vears ...In contrast to other 
branches of retailing, earnings 
are around all-time peak levels, 
with little or no fortuitous abnor- 
mality involved. They may be still 
better in some individual situa- 
tions in the future. 

(Please turn to page 703) 

















DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 

Holland Furnace Co. Dec. 31 Quarter $1.52 $1.90 

National Container Corp. Dec. 31 Quarter -30 39 

Parker Rust Proof Co.. Dec. 31 Quarter yy -94 

U. S. Freight Co. Dec. 31 Quarter -55 1.91 

Staavets, b:. Se O€Gi. 5. cccciscesss. 6 mos. Dec. 31 .70 2.99 

| Champion Paper & Fibre.. Dec. 31 Quarter 1.95 2.28 

| Yale & Towne Mfg. Co..... Year Dec. 31 2.49 4.17 

| American Chicle Co...............0.0c ee : Dec. 31 Quarter -80 84 

| American Smelting & Refining Year Dec. 31 8.22 13.47 

| National Cash Register........................00008 Year Dec. 31 5.92 7.82 
aie | 
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By E. K. A. 


While industry is rapidly recovering from the effects of the 
coal strike, the resultant activity is hardly finding an echo on 
the price front. Generally, commodity markets continue in an 


atmosphere of caution and 
reserve that has character- 
ized them even before the 
turn of the year. Not even 
a minor buying wave has 
been touched off. Such con- 
servatism can largely be 
ascribed to the beliet that 
the longer term price trend 
remains downward, with nat- 
ural reluctance to do any- 
thing that might lead to over- 
extension. Foreseeing ample 
supplies, purchasing agents 
see no reason to extend com- 
mitments beyond reasonable 
needs. 

However, what happened 
to the lead price recently can 
hardly be called typical. Sell- 
ing at twelve cents since last 
November, way down from 
its all-time high of 21!/2 cents 
prevailing a year ago, the 
price was pared to 10!/, 
cents a pound, reflecting a 
growing surplus of supplies 
plus sharply ae de- 
mand. Oversupply was im- 
portantly due to heavy im- 
ports, spotlighting the 
changed economic condi- 
tions in countries which were 
formerly large importers of 
the metal. In the face of re- 
covery of production abroad 
there was however no com- 
mensurate rise in lead use. 
Thus the excess was diverted 
to this country, a move ac- 
celerated by foreign currency 
devaluation and the need to 
earn dollars. Consumption 
of most metals abroad is 
running considerably below 
prewar. 

It would be premature to 





deduce from this experience 


the possibility of declines in other non-ferrous metals, no- 
tably copper which at this stage appears fairly well stabilized, 
though it could easily influence buying bee: Srl in metal 
markets generally. The price of zinc actually has firmed a few 
days ago, following resumption of high level steel output. But 
the drive for higher import duties on lead and reimposition of 
the 2¢ copper duty is apt to stiffen, in the latter instance in spite 
of the fact that we have been using a good deal more copper 
than we have been producing. It is realized that any industrial 
slow-down could markedly alter the demand-supply situation. 

Speaking of prices generally, most observers look for a 
further mild downtrend despite the relatively high degree of 
stability which has prevailed so far this year. 

Business inventories in January, according to the Commerce 
Department, rose about $150 million, reaching a total of $53.5 
billion at the end of that month. An increase of almost $100 
million in manufacturers’ stocks, the first monthly increase in 
over a year, was offset by a similar decline at the wholesale 
level, and was largely caused by apprehension over the coal 
crisis. Thus it hardly represents a new upward trend. As it is, 
forward buying on pressure for quick deliveries which accom- 
panied the January rise, is once more subsiding, not only be- 
cause the coal tie-up and its attendant fears are passed but 
also because of price easiness in some industrial commodities. 


Retail Trends 


Undoubtedly industry will experience an extra push because 
manufacturers will try to catch up with eledaenel orders. 
Retailers, however, are somewhat less optimistic about the im- 
mediate outlook. Their buying for the Spring season is reported 
lagging some 10°, below last year’s level with only a scant 
pick-up reported since the termination of the coal strike. Ap- 
parel sie are hardest hit. Home furnishing lines, spurred by 
good television sales, are showing considerable improvement 
over a year ago. 

The approach of Easter should develop some pick-up in retail 
sales, as is always the case, but some spottiness may remain, 
particularly if the weather doesn't cooperate. Retail sales com- 

arisons with a year ago have been shifting back and forth but 
ee year's March figure should not be hard to beat, down as it 
was from the 1948 peak, provided that pre-Easter buying is not 
further delayed. 

Department store sales in recent weeks have been running 
even with a year ago in dollar terms, which is a good showing 
considering that prices average lower. Retail sales of automo- 
biles also show that demand and buying power are running 
large, for increases over last year, when cars were in shorter 
supply, are substantial. 

Consumer spending, in other words, remains at a high level 
but the way the consumer dollar is spent is making for con- 
siderable cross-currents. 
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MONEY AND CREDIT—This publication's index of 325 active 
common stocks, along with the index of 100 high priced stocks, 
inched forward during the week ended March 4 to new highs 
since 1948; but failure of the 100 low priced stocks to confirm 
the new high made by the high priced stocks pointed to an 
early reaction which took place during the following week, 
carrying all three of our major indexes down to the lowest level 
in 4 weeks. During the first week of the fortnight under review, 
14 of the 46 group indexes reached new highs for various 
periods, as tabulated on the second page following, and 4 
more groups made new highs even during the ensuing reaction- 
ary week. New York bank stocks and the better grade preferred 
stocks closed fractionally higher on the fortnight, as did the 
unrestricted Victory 2!/2s. On the other hand, foreign govern- 
ment dollar bonds sagged to a new average low in 5 weeks, 
high grade rail bonds slipped to a new low since December 
17, while the restricted Victory 2!/2s eased off fractionally to 
the lowest price since July 2. The Treasury's cash balance fell 
$967 million during the fortnight ended March 8, after paying 
off $600 million of the Federal debt; but the balance is still 
$862 million above what is considered a comfortable minimum 
of $3.5 billion. Thus far, thanks largely to heavy first quarter 
income tax collections, Federal financial transactions have 
been more deflationary than otherwise. Since the first of the 
year, the Federal gross debt has been reduced $1 billion, 
demand deposits of weekly reporting member banks are down 
$1,327 million, commercial loans are $61 million smaller, total 
loans and investments are down $590 million, the monetary 
gold stock has declined $82 million and bank reserves are off 
$32 million. The only increases have been $71 million in real 
estate loans and $52 million in loans on non-Government 
securities. Bankers are much concerned over the fast growing 
encroachment by the Government upon the field of private 
credit. Direct loans, loan guarantees and credit commitments 
of more than 20 Government lending agencies now exceed 
$26 billion — more than 60% of all the outstanding loans by 
the nations’ 14,000 commercial banks. U. S. firms doing busi- 
ness abroad have been authorized by the Bureau of Internal 
Revenue to defer payment of Rodeos income taxes on earn- 
ings they can’t convert into dollars, and the ruling has been 
made retroactive. Russia revalued the ruble in terms of gold 
and reduced some domestic prices. Most observers believe this 
was merely for propaganda purposes; but there are some 
grounds for suspecting that she may be finding it necessary 
to establish more realistic ties with prices beyond the iron 
curtain. 


TRADE—Department store sales in the fortnight ended March 
4 were only 2!/2%, below last year, against a 4%, decline for 
the year to date. January wholesale trade was off 3% from a 
year earlier. Our excess of exports over imports fell in January 
to $121 million, compared with $518 million for January of 
last year. 


INDUSTRY—Business activity during the first week of March 
was only 1.5% ahead of the corresponding period last year, 
compared with an increase of 2.1% for the month of February. 
While unemployment increased 1,463,000 in February, em- 
ployment in non-farm pursuits rose 556,000. February construc- 
tion was the greatest for any February in history. Freight car 
orders continued to pick up in February. Furniture makers’ 
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new orders booked in the first month of the current year topped 
any previous January on record. Corporate profits after taxes 
last year averaged 9%, smaller than for 1948. Corporate cash 
dividends disbursed in January were a trifle lower than last 
year. For three months ended January, they were up 8%. 


COMMODITIES—Spot and futures indexes followed the gen- 
eral course of the stock market during the fortnight ended 
March 11—up on week and down the next. Cotton was off 
during the fortnight in both markets. For hides, spot prices were 
up, and futures down a little. Lead was el cent a 
pound, and then another half cent—first declines since last 
November 21. Wheat in particular was strengthened by failure 
of expected rains to materialize in the West and Southwest. 
The coal strike was mainly responsible for a further decline 
of nearly 2% in the nation’s dient volume of Business 
Activity during the fortnight ended March 4, thereby narrow- 
ing to 1.5% the margin of increase over a year ago. Starting 
with the second week in March, however, a sharp recovery set 
in with the return to a five-day week for both anthracite and 
bituminous coal mining. 
* 





* * 


The chief beneficiaries of the return to full production of coal 
will be the coal mining, railroad and steel industries, in the 
(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or = Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Feb. 1.04 1.14 1.16 1.55 order mentioned, whose Earnings for the 
Cumulative from mid-1940 _.._-_ | Feb. 393.0 392.0 378.3 13.8 first quarter have been more or less im- 
FEDERAL GROSS DEBT—$b Mar. 8 255.9 256.2 252.0 55.2‘ | Paired by abnormally low coal production. 
On the other hand, terms of settlement with 
MONEY SUPPLY—$b John L. Lewis have upped the cost of pro- 
Demand Deposits—94 Centers | Mar. | 46.9 46.8 46.1 26.1 ducing coal b phe ge cents a ton; so 
Currency in Circulation —.___ Mar. 8 27.1 2a 27.6 10.7 that prices for Figh volatile steam coal used 
BANK DEBITS—13-Week Avge. principally by electric utilities, manufactur- 
New York Ciy—$b Mar. | 9.22 9.05 9.00 4.26 | ing industries and the railroads, have had 
93 Other Centers—$b _ | Mar. | 12.90 12.68 12.93 7.60 | to be boosted an additional 25 cents a ton. 
PERSONAL INCOMES—$b (cd2) | Dec 213.7 211.6 = 219.3102 This means higher costs for users. 
Salaries and Wages _-...._SS ES | Dec, 138.5 136.9 141.4 66 * * * 
Proprietors’ Incomes —___ _.| Dec. 43.4 44.9 50.3 23 Return to a five-day week offers no 
Interest and Dividends ___._._ Dec. 19.1 17.4 16.9 10 permanent solution to the coal industry's 
Transfer Payments -..._______| Dec. 12.7 12.4 10.7 3 woes. Terms of the new contract apparently 
(INCOME FROM AGRICULTURE) Dec 20.1 20.3 25.2 10 calls for full production up to the end of 
POPULATION—m (e) (cb) Feb. 150.8 150.6 148.1 133.8 | March, 1951, thereby removing the in- 
Non-Institutional, Age 14 & Over...| Feb. 110.3 110.2 109.2 101.8 | centive to build up stock piles this year. 
nen |” 63.0 62.8 61.9 57.5 | Long before the 12-month respite from 
Military Reb. 1.37 1.41 1.51 1.89 | shortages has elapsed, coal will be running 
Civilian a: Feb. 61.6 61.4 60.4 55.6 out of everybody’s ears, prices will crumble 
Unemployed Feb. 4.7 4.5 3.2 3.8 and high-cost mines will be forced to close 
Employed _. Feb. 57.0 56.9 57.2 51.8 down or cut wages. 
la Agncultere: eb. 6.3 6.2 7.0 8.0 " e i 
Non-Farm Feb. 50.7 50.7 50.2 43.8 
nt aa ° +e 488 49.1 48.4 43.2 For the month of February, this publiea- 
Weelly Hours ________| Feb. 41.1 40.9 41.5 42.0 | tion’s index of Business Activity was de- 
Man-Hours Weekly—b _._-_-_-. | Feb. 2.01 2.01 2.01 1.82 pressed by the coal strike to 192.6% of the 
1935-9 average—1.6 point below January; 
EMPLOYEES, Non-Farm—m (Ib) Jan. 42.2 43.7 43.4 37.8 but 2.1 of, above February of last year. Cn 
re - - be ba vee ees a per capita basis, the index for February 
Weekly Hour zs bin, 39.8 40.0 39.5 40.4 — 164.07, of the iviclenian sa oe 
a8 ai ll 8 ; ; pared with 165.7 in January, and 163.4 for 
Hourly Wage (cents) | Jan. 141.8 141.0 140.5 77.3 February, 1949 
Weekly Wage ($) —_—--___ ] Jan. 56.44 5640 55.50 31.23 4 ° 
PRICES— Wholesale (1b2) Mar. 7 152.0 152.6 159.0 92:5 ' , 
Retail (cdlb) es 183.8 1844 191.5 116.2 Altogether too much fuss is being made 
COST OF LIVING (Ib3) Jon. 1669 1675 170.9 1002 | over therise in Unemployment, which ex- 
OS ae: ae Jan. 196.0 197.3 2048 113.1 | Panded another 204,000 in February, to o 
Clothing Jen, 195.0 185.3 1965 113.8 | level 1,463,000 above a year ago. On the 
ceeee 122.6 1222 119.7 107.8 | other hand, 556,000 more were employed 
in no-farm pursuits during February than a 
RETAIL TRADE—$b year earlier. The explanation lies not in the 
Retail Store Sales (cd) | Jan. 9.52 12.85 9.35 4.72 | failure of business expansion to keep pace 
Durable Goods _. Ss Jar. 3.06 3.38 2.56 1.07 with the growth in population, but in the 
Nen-Duable Goods... }- Jan. 6.46 9.47 6.79 3.65 | fact that an abnormally large number, 
Dep't Store Sales (mrb) | Jan. 0.59 1.37 0.64 0.42 | mostly women, of working age are out look- 
Retail Sales Credit, End Mo. (rb2)| Jan. 9.67 10.15 7.83 5.46 | ing for jobs to supplement the family in- 
MANUFACTURERS’ come in these days of high living costs. Dur- 
New Orders —$b(cd) Total__ Dec. 16.3 18.1 18.0 14.6 | ing the past year, our population of work- 
Durable Goods —_...._-_-_____ | Dee. 6.4 7.4 7.6 7.1 ing age has grown a little less than 1.05%, 
Non-Durable Goods... | De. 9.8 10.7 10.4 7.5 | (a somewhat smaller rate than the rise in 
Shipments—$b(cd)—Total _... | Dec. 17.0 17.6 19.5 8.3 business activity). At the same rate of ex- 
Durable Goods... | Cee. 6.9 7.0 8.6 4.1 pansion, there would have been an increase 
Non-Durable Goods ___ Dec. 10.1 10.6 10.9 4.2 of only 651,000 in the labor force, com- 
BUSINESS INVENTORIES, End Mo. ; pared with an actual rise of 1,107,000. 
Total—$b (cd) Jan. 33.9 37.7 34.4 28.6 “ * * 
Manufacturers’ —| Jan. 17.3 17.2 17.6 16.4 
Wholesalers’ Jan. 7.1 7.7 7.5 4.1 Meanwhile all but 95,000 of the normal 
Retailers’ Jan. 9.5 12.8 9.3 8.1 growth of 651,000 in the labor force have 
Dept. Store Stocks (mrb) — | Dec. 1.9 2.4 2.0 1.4 | ben absorbed by the rise in non-farm em- 
BUSINESS ACTIVITY —1—pc Mer. 4 161.2 162.5 161.6 141.8 ployment. Adding this 95,000 to the abnor- 
(M. W. S.)——np | Mar. 4 187.7 189.1 184.9 146.5 | mal incease of 456,000 in the labor force, 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 

INDUSTRIAL PROD.—1—np (rb) Jan. 183 180 191 174 we account for 551,000 of the net rise of 
Mining ....... Jan. 131 132 149 133 1,463,000 in unemployment. The remain- 
Durable Goods Mfr. Leelee, a os 210 204 227 220 ing 912,000 are accounted for by a reduc- 
Non-Durable Goods Mfr. Jan. 179 175 175 151 tion of 142,000 in our armed forces, plus e 

CARLOADINGS—t—Total Mar. 4 574 547 706 833 drop of 770,000 in agricultural employ- 
Manufactuies & Miscellaneous Mar. 4 329 320 349 379 ment. The latter is due in some part to un- 
EY 2 ee ee: FT 83 73 9 156 favorable weather, but has been caused 
Grain Mar. 4 42 39 47 43 mainly by great strides in farm efficiency. 

ELEC. POWER Output (Kw.H.)m Mar. 4 5,879 5854 5,552 3,267 As women account for all of the abnormal 

growht in the labor force, it develops that 

SOFT COAL, Prod. (st) m Mar. 4 3.1 2.6 10.6 10.8 ambitious women and efficient farmers, not 
Cumulative from Jan. |. Mar. 4 45.1 42.0 104 446 non-farm business managers, are almost 
Stocks, End Mo.. Jan. 37.0 45.1 67.8 61.8 wholly to blame for the rise in unemploy- 

PETROLEUM— (bbls.) m ment! 

Crude Output, Daily. | Mor. 4 4.9 5.0 5.2 4.1 * * * 

Gasoline Stocks 000m | Mer. 4 134 134 126 86 

Fuel Oil Stocks. ne. | Mare 4 46 49 59 94 In February, at least five automobile 

Heating Oil Stocks Mar. 4 52 56 52 55 companies enjoyed record sales while ex- 
penditures on new CONSTRUCTION rose 

LUMBER, Prod. (bd. ft.) m Mar. 4 729 664 589 632 to @ new olitime high for that month — 
Stocks, End Mo. (bd. ft.) b.. |: Dee. ye 7.3 7.4 12.6 

21%, larger than a year ago. 

STEEL INGOT PROD. (st.) m Feb. 6.78 7.93 748 6.96 
Cumulative from Jan. I. Feb. 14.7 7.93 15.7 74.7 ™ ” * 

ENGINEERING CONSTRUCTION a The National City Bank finds that net 
AWARDS—$m (en) Mar. 9 2I1 133 185 94 PROFITS after taxes reported by 2,127 
Cumulative from Jan. |__ Mar. 9 1,946 1,735 1,431 5,692 leading corporations for last year were 

9°, smaller than in 1948. Twenty among 
be cere se 54 industries, however, showed gains. The 
aie mee Cone 10) 4 sigu = pie pie on largest increase, 65°, was enjoyed by fire 
osiery Production (pairs) m Dec. 152 167 135 150 d | a - Th 
Fastener Production ipeke) m <a 34 33 35 35 and casualty insurance companies. The 
Motor Vehicles, Factory Sales—t hin 582 358 431 352 largest drop in earnings, 60%, was suf- 
Whiskey, Dom. Sales (tax gals.) m | Jan. 4.7 52 4.0 8.1 fered, as might have been expected, by 
Cigarettes, Domestic Sales—b Dec. 29 25 28 17 cotton goods concerns. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pe—Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 


st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
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No. of 1949-50 Indexes (Nov. 14, 1936 Cl.—100) High Low Mar.4 Mar. II 

Issues (1925 Close—100) High Low Mar.4 Mar. 11 100 HIGH PRICED STOCKS 89.27 70.88 89.27A 88.24 

325 COMBINED AVERAGE ___ 143.3 108.0 143.3A 140.7 100 LOW PRICED STOCKS 170.03 119.71 169.65 165.25 
4 Agricultural Implements ......... 207.5 162.1 194.8 194.3 5 Investmenr Trusts : 75.1 53.9 74.3 72.6 

10 Aircraft (1927 Cl—100)....... . 199.5 138.2 199.5C 190.8 3 Liquor (1927 Cl.—100) 841.8 602.9 803.0 814.3 
6 Air Lines (1934 Cl.—100)... 517.1 366.1 508.2 486.4 18 Machinery — woe (ESS 115.9 155.1A 151.1 
7 Amusement 20 ccccenn. 104.4 75.7 94.5 96.4 3 Mail Order 0. oon DEAS 87.1 108.1 106.7 

10 Automobile Accessories ......... 210.9 145.2 210.9B 205.6 3 Meat Packing... ES 63.3 92.0 90.0 

12 Automobiles ow . 3bS5 21.3 31.1 29.6 12 Metals, Miscellaneous _ 158.1 122.0 143.6 141.9 
3 Baking (1926 Cl.—100)..... 23.3 18.1 23.1 22.6 4 Paper ...... reser (| 27.9 41.1 39.9 
3 Business Machines ......... 269.9 209.0 269.1 269.9A 30 Petroleum . 255.8 207.1 245.0 246.9 
2 Bus Lines (1926 Cl.—100)..... 176.4 118.3 173.8 176.4C 27 Public Utilities ce PS 102.4 149.7 150.2C 
SB Chamicdis. o.oo ee 227 261.3 256.4 5 Radio (1927 Cl.—1!00) 26.9 13.6 25.2 24.9 
3 Coal Mining ....... 19.2 11.2 14.0 13.4 9 Railroad Equipment 50.7 36.5 48.3 46.2 
4 Communication . .. 48.4 31.8 46.1 45.1 24 Railroads ... ; = mb 17.5 24.6A 24.0 
@ Gonsituction) <2 oo 63.6 47.4 63.4 61.3 3 Realty a aoe 21.4 33.2C 31.9 
7 Contamers .............._.. » 326.3 240.7 321.1 317.0 3 Shipbuilding _... 22 SRF 120.0 151.3 148.5 
9 Copper & Brass. 95.8 67.4 85.0 82.3 3 Soft Drinks _ 391.6 298.2 391.6A 365.2 
2 Dairy Products ..... = tae 53.3 74.9 75.1C 1S Steet & tron... 1065 77.0 106.5A 102.7 
5 Department Stores .... 61.2 49.2 59.6 58.2 3 Sugar . 53.6 39.8 52.1 51.9 
6 Drugs & Toilet Articles... 202.8 141.6 200.6 198.2 2 Satna 2 = 342.5 233.8 340.5 338.1 
2 Finance Companies —...... 352.1 246.1 352.1N 345.4 5 Textiles 139.9 100.9 128.9 126.9 
7 Food Brands «180.9 146.0 177.5 176.4 3 Tires & Rubber. 3B 26.6 36.8B 35.7 
2 Food Stores ... 108.0 58.5 108.0R 105.2 6 Tobacco 87.3 67.1 86.5 86.4 
3 Furnishings .... 78.8 54.7 76.2 73.3 2 Variety Stores 351.6 = 308.3 = 351.6C 9343.0 
4 Gold Mining _.____._.__._ 795.1 566.3 = 707.3 711.6 19 Unclassified (1948 Cl—100) 123.0 93.2 122.9 119.6 

New HIGH since: A—1948; B—1947; C—1946; N—1937; R—1930. 
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Trend of Commodities 





While our index of raw material spot prices closed the 
week ended March 11 at the same sek two weeks earlier, 
the Dow-Jones commodity futures index registered a small 
decline. Lack of moisture in the wheat belt strengthened the 
price, despite estimates that our exports of the grain will 
drop sharply next year. Record insect damage to crops this 
summer is predicted by the Agriculture Department in con- 
sequence of an nent mild winter which failed to destroy 
billions of the pests. Last year the Government spent $3 
billion on extermination; this year it may reach $4 billion. 
Many farmers plan to disregard the Government's request 
to cut 1950 corn plantings 20%. One influential corn country 
counsellor advises: “If you feed all your corn to animals on 
your farm, forget the acreage allotments. If you raise it for 


sale, stay within your allotment—and pile on the fertilizer.” 
If a farmer raises corn for feed, he can dispose of his hogs, 
butter and eggs in a Government supported market. Farmers’ 
cash receipts from marketing last month were 9% below 
February of last year. Solution of the potato muddle hinges 
upon finding an answer to the riddle: “How can we bureav- 
crats keep science-on-the-farm from upsetting our plans?” 
In 1939, only 363 million bushels were Samed from 3 mil- 
lion acres. Last year, 1.9 million acres yielded 402 million 
bushels. Meeting resistance to exporting surplus crops below 
cost, the planners are mulling over the idea of reviving the 
once-tried scheme of giving food stamp bonuses to the 
needy. But the experiment didn't pan out any too well. How- 
ever, the R.F.C. has at last ceased setting the price for tin. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. 1 Yr. Dec.6 
Mar.13 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities _____ 246.3 247.9 247.8 247.8 252.1 265.6 156.9 
11 Imported Commodities. 248.6 250.5 252.1 258.7 250.5 252.9 157.3 
17 Domestic Commodities. 244.9 246.3 244.5 241.0 253.2 274.4 156.6 














RAW MATERIALS SPOT INDEX 
DEC. JAN. FEB. MAR, 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1950 1949 1947 1945 1941 1939 1938 1937 
High __.__. 136.7 161.5 164.0 95.8 85.7 783 65.8 93.8 
Low 134.2. 134.9 126.4 93.6 74.3 61.6 57.5 64.7 


$90 


Date 2Wk. | Mo.3 Mo. 6Mo. 1 Yr. Dec.6 
Mar.13 Ago Ago Ago Ago Ago 1941 


7 Domestic Agriculture _. 305.6 304.6 305.3 297.2 305.9 294.0 163.9 
12 Foodstuffs 307.7 307.1 309.0 300.0 301.6 289.5 169.2 








16 Raw Industrials _.__ 218.7 220.9 221.0 226.1 229.9 260.5 148.2 
COMMODITY FUTURES INDEX 
DEC. JAN. FEB. MAR. 
140 
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COMMODITIES INDEX 






































Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 
Rights . 135.15 139.28 175.65 106.41 84.60 64.67 54.95 82.44 


Low 131.21 122.45 117.14 93.90 55.45 46.59 45.03 52.03 
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Keening Abreaat of Judushial 


¢ and Comnany News ° 





The British Industries Fair to run in both London 
and Birmingham for eleven days from May 8 to 19 
will be the biggest display of its kind ever organized 
anywhere in the world. An army of American buy- 
ing personnel can be counted on to invade the 
premises, with a keen eye on price tags attuned to 
the devaluated pound. 


1949 volume and net income of P. Lorillard Com- 
pany continued their firmly established uptrend, 
somewhat aided by a price lift in the previous year, 
plus intensified promotional activities. Herbert A. 
Kent, president, told stockholders that “Old Gold” 
cigarettes made exceptionally fine progress last year. 
In reflection of the steady improvement, the quar- 
terly dividend rate was increased to 30 cents a 
share in February, with indicated intentions to raise 
it further in due course. 


Many managements are pointing out to their 
shareholders some of the advantages at last accruing 
from large sums spent for plant improvements in 
postwar. William P. Snyder, chairman of Crucible 
Steel Company, for example, reported that due to 
economies effected, the company demonstrated that 
good earnings were possible at one period last year 
when net sales were 70% of the wartime average 
of 1942-44, 


Charles E. Hires Company has a new president. 
Edward W. David, vice president, becomes the new 
chief officer, succeeding Charles E. Hires, Jr., who 
was named to the new post of board chairman. 
Among several other promotions was the elevation 
of John R. Spingler, treasurer, to the office of execu- 
tive vice-president. 


As we go to press, the wraps will be taken off a 
brand new Army vehicle at the Aberdeen, Md. Prov- 
ing Grounds. The newcomer is the first of 5,000 
being built by Reo Motors, Inc. on a $31 million con- 
tract awarded last June. Called the “Beaver,” this 
truck can take a 10,000-lb. load up a 65% grade, 
travel at 60 miles an hour on a highway, operate 
under temperatures ranging from 125 degrees above 
to 65 degrees below zero. Almost unbelievably, the 
vehicle eperates perfectly under water as long as 
the driver is able to keep his head above the surface. 
Other marvels the “Beaver” can perform will be re- 
vealed to newspapermen when the new model is 
unveiled. 


At least one major railroad has decided to carry 
its terminology and mathematics, pay and rate prob- 
lems, and interesting travel data right to the school 
level where rail transport in general stimulates ju- 
venile fascination. The Baltimore & Ohio Railroad 
Company is supplying school classes with cleverly 
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written “Railroad ’Rithmetic” books, where every- 
thing from elementary numbers to percentage is 
taught by problems based on the railroad business. 
The management of the road believes this program 
will not only facilitate teaching but broaden public 
knowledge of rail transport as well. 


As a result of prolonged research, the United 
States Rubber Company is in production of some 
new Safety drapes for places of public assembly, such 
as theaters, hotels, night clubs, ships and school 
auditoriums. These fabrics are woven of asbestos- 
glass yarns to offer fire resistance of utmost char- 
acter. The company is offering them to converters as 
grey goods for dyeing as may be desired, but the 
natural color assumes violet, crimson and other 
shades when exposed to flood- or foot-lights. The 
material has high strength and low stretch, it is 
claimed. 


Before April 1, Oliver Mining Company, a U. S. 
Steel subsidiary, will start construction of a pilot 
plant at Virginia, Minnesota, that should signal the 
birth of a new industry, the production of commer- 
cial taconite. The move is a step in a program likely 
to involve from $17 million to $20 million. Taconite 
is an agglomeration or cementing together of pow- 
der-fine minerals, a very exacting process. The new 
plant will be the first of its kind on the Mesabi 
Range, and is designed for an annual production of 
one million tons. 


Backlog orders of Douglas Aircraft Company, Inc. 
have accumulated at a rate that assures high level 
operations well into 1951, while prospects are bright 
that new orders may extend the period of activity 
even into 1952. As matters now look, the company 
can reasonably count on a volume of about $120 mil- 
lion in the current year, but uncertainties over earn- 
ings potentials persist because they will be subject 
to renegotiation by the Government. 


A senate sub-committee recently investigating cof- 
fee prices was surprised to learn on what narrow 
margins the Great Atlantic and Pacific Tea Company 
operates and how little they are influenced by fluc- 
tuations in the price. Francis M. Kurtz, head of 
A. & P.’s coffee division, informed the committee 
that in the two year period ended February 25, the 
food store chain had an identical pretax profit in 
each year of 1.05 cents per pound. Furthermore, 
this very modest margin represents the total profit 
A. & P. receives for procuring and processing the 
green coffee, importing, roasting, packing, trans- 
porting, grinding and retailing it to the public. It 
seems that when coffee prices began to soar, the 
company advanced its prices only to a level well be- 
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until any abnormal inventory profits are entirely 
handed back to the consumer. 


Banks, railroads and Government Departments are 
being offered a new and very efficient Sunstrand 
Adding Tabulator, the product of Underwood Cor- 
poration and its engineering experts. The machine 
operates on entirely new principles that permit au- 


low replacement values, and is holding them there 


consulting engineers. The authors use statistics on 
58 streamliners operated by 20 railroads. The re- 
ports bring out that these highly modernibed trains 
have netted a return of 49.7% of gross revenue, de- 
spite their initial relatively high cost. Although 
the streamliners cover only 6.1% of all passenger 
train miles, they account for 9.9% of all passenger 
revenues except commutation. Railway officials aver 
that as each new train was put into operation, traffic 


tomatic or manual operation in either vertical or was diverted from other lines, new traffic was built 


horizontal sequences. A listing capacity of ten col- 
umns and a totaling capacity of eleven columns are 
among other important features. 


Prolonged acoustical research by the engineers of 
Radio Corporation of America has resulted in devel- 
opment of a super-heterodyne radio receiver of 
pocket size, yet equipped with a loud speaker. The 
set is one-third the size and half the weight of 
larger portable radios now available, and yet su- 
perior performance is claimed because of increased 
loudspeaker efficiency that compensates for reduced 
power output. The ingenious element in this midget 
radio is a movable lid that serves as a tapered horn 
to increase sound four-fold over existing models. If 
this new device lives up to its claims, it should com- 
pete very successfully with the innumerable porta- 
bles of much larger dimensions offered on every 
hand, and market potentials are broadened because 
the small radio can be readily carried in a hand bag 
or coat pocket. 


Another producer of radios, Motorola, Inc., reports 
that sales of home sets are substantially better than 
a year ago, and the firm’s car radio sales are up 
50%. The company is out with a complete new line 
of portables in the form of four improved models 
utilizing miniature tubes for the sake of compact- 
ness. In line with many other manufacturers in this 
highly competitive year, Motorola is embarking upon 
an intensive promotional campaign, far greater than 
in any other year of its history. 


K. S. Adams, president of Phillips Petroleum Com- 
pany, has agreed with the Venezuelan Government 
to construct and operate a modern refinery and wax 
plant in that highly prosperous country, but actual 
construction is not expected to begin in the current 
year. The venture will benefit not only the company 
but the Venezuelan economy as well, because cur- 
rently all wax now consumed there has to be im- 
ported. Fitting nicely into the picture is the fact that 
much of Phillip’s large output of crude oil down 
there has quite a heavy content of high grade wax. 


Utilization of waste products on a commercial scale 
has long been a fundamental aim of E. I. du Pont de 
Nemours, and with highly significant results. For 
some time past the company has been producing adi- 
ponitril, a chemical intermediate of nylon, from fur- 
fural which is made from corncobs and oat hulls. 
Upon completion of a new plant at Niagara Falls, 
designed to double the present capacity at that loca- 
tion, about 400 million pounds of commonly con- 
sider ed useless farm waste will be used annually ina 
very constructive manner. 


How the streamline train has increased the earn- 
ing power of the Railroad Industry in competition 
with other carriers has been set forth in a compre- 
hensive study by Coverdale and Colpitts, New York 
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up from the highways, and in some cases entirely new 
traffic was created. 


The oil boom in Western Canada is encouraging 
construction of new refineries on an increasing scale. 
M. W. Kellog Company, the international engineer- 
ing subsidiary of Pullman, Inc., has recently received 
through Canadian Kellog Company, Ltd., a contract 
from British American Oil Company, Ltd. to equip 
a large new refinery in Edmonton, Alberta. Upon 
completion of this new unit, British American Oil 
will have three western refineries with an annual 
capacity of 6.5 million barrels. 


The astonishing spurt of the television industry 
of late, after limping along for two decades, has col- 
lateral aspects. Aside from manufacture of TV sets 
and televising equipment, the program telecasters 
eventually may share in the pie in a big way. Ac- 
cording to Ernest H. Vogel, market manager for the 
General Electric Company’s electronics division, 
American business by 1955 will be spending a bil- 
lion dollars annually to bring top-notch TV pro- 
grams into 24.6 million homes. He estimates that 
513 television stations interconnected with four major 
networks will be in operation by that time, and that 
28 million sets will be in use with 3.6 million homes 
having two sets. Viewed from another angle, 71% 
of all families in the United States should be served 
by at least two stations within the next five years. 


Anheuser-Busch, Inc., after long concentrating on 
production of beer in the Midwest, expects to break 
ground on March 30 for its new $20 million brewery 
in Newark, New Jersey. This will be the largest 
facility of its kind constructed since the repeal of 
prohibition, and the annual capacity should be close 
to one million barrels. 


Few large concerns going in for diversification in 
recent years seem to have benefitted so incisively as 
Eastman Kodak Company, or are likely to experi- 
ence such increasing advantages from diversifica- 
tion policies. Products quite unrelated to the camera 
business now account for a substantial portion of 
over-all sales. The vigorous growth of the Tennessee 
Eastman division, which makes rayon and plastics, 
was reflected by sales in 1949 that equalled about 
21% of the parent’s total volume. When Eastman’s 
new $6.5 million chemical plant in Texas, now un- 
der construction, is completed, further diversifica- 
tion will be achieved. 


Baldwin Locomotive Works has called the atten- 
tion of its stockholders to the increasing difficulty of 
competing with foreign manufacturers of steam 
locomotives and other heavy machinery, now that 
plant rehabilitation overseas has progressed sub- 
stantially. Between rising costs here at home and 
devaluated currencies in foreign markets, competi- 
tive problems have become acute. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Texas Gulf Sulphur Corporation 


As a subscriber to your valued maga- 
zine, I would appreciate information 
on Texas Gulf Sulphur Corporation’s 
sales revenues, net income, dividends 
and asset position. 

C. F., Oak Ridge, Tenn. 


Texas Gulf Sulphur for the 
year ended December 31, 1949 
showed a net income of $23,863,- 
192 after deducting charges of 
$537,687 for depreciation and 
$1,619,041 for amortization. The 
net income was equal to $7.14 
per share on 3,840,000 shares of 
capital stock in the hands of 
stockholders. Net income for the 
year ended December 31, 1948, 
after all charges, was $24,231,159 
or $7.25 per share on the same 
basis of 3,340,000 shares. Gross 
revenue from sulphur sales was 
$59,170,628 compared with $61,- 
183,073 in the previous year, in 
which the company’s tonnage 
sales of sulphur established a rec- 
ord high. 

During the year the company 
supplied approximately 649% of 
the sulphur required by Sulphur 
Export Corporation for its sales 
made abroad and for this reason 
the company’s net earnings were 
higher than would have been the 
case had it supplied the usual 
50%. Sulphur Export Corpora- 
tion has advised that it does not 
expect to call on the company to 
supply more than 50% of the 
tonnage required for its export 
sales during 1950. 

Total current assets as of De- 
cember 31, 1949 were $29,769,- 
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268, including $16,355,834 of 
cash, $5,269,000 in U. S. Govern- 
ment obligations and $7,977,934 
of customers’ accounts receivable. 
Current liabilities were $11,- 
456,857. 

Earned surplus, after deduct- 
ing $16,700,000 representing divi- 
dends paid during the year, 
amounted to $51,755,743 com- 
pared with $44,592,551, at the end 
of 1948. Earned surplus is re- 
stricted in the amount of $27,- 
500,000, the cost of 500,000 shares 
of capital stock reacquired and 
held in the treasury. 

Construction of the company’s 
plant at Worland, Wyoming for 
the recovery of sulphur from sour 
natural gas produced by the Pure 
Oil Company is practically com- 
plete. 

A Mexican subsidiary of the 
company has entered into an 
agreement with representatives 
of Mexico granting rights for ex- 
ploration and the mining of sul- 
phur in the State of Vera Cruz. 
Surveying and geophysical opera- 
tions to guide in the selection of 
areas for exploratory drilling are 
underway. 

Dividends in 1949 totaled $5.00 
per share and a total of $1.25 a 
share was paid in the first quar- 
ter of 1950. 


Continental Motors Corporation 


Please furnish information as to re- 
cent earnings, dividends and working 
capital position of Continental Motors. 

W. I., Brooklyn, N. Y. 


Consolidated net earnings of 


Continental Motors Corporation 
for the fiscal year ended October 
31, 1949 were $1,801,205, or 55c 
a share on the 3,300,000 shares 
outstanding. This compared with 
net earnings of $3,378,123 or 
$1.02 a share in 1948 fiscal year. 

Net sales were $73,192,294 in 
1949 against $108,157,527. Work- 
ing capital was $22,797,306 at the 
close of the year against $20,486,- 
835 a year earlier. Inventories 
were reduced $4,548,103 during 
the year, and amounted to $13,- 
868,364 on October 31, 1949. For 
the quarter ended Jan. 31, 1950, 
net profit was $461,693 or 14c per 
share on sales of $15,969,003. 

Two dividends of 10c each were 
paid in fiscal 1949 and another 
of like amount was paid on March 
1, 1950. 

43% of Continental’s output 
last year went to the agricultural 
industry, 14% was for industrial 
use, and 12% went to the trans- 
portation industry. Replacement 
parts and machine products ac- 
counted for 21% of the total, with 
airplane, marine and military en- 
gines comprising the remaining 
10%. 

Sales of tank engines under the 
$18 million Ordnance Department 
contract announced a year ago, 
totaled $2,597,956 in fiscal 1949. 
The balance of this contract is to 
be completed in the calendar year 
1950. Negotiations are under way 
for production of a similar but 
smaller engine for the Ordnance 
Department when the present 
contract is completed. 

Approximately 33,000 engines 
should be shipped in March, or 
30% above average monthly ship- 
ments last year and less than 25% 
under the 1948 average. 


Detroit Edison Company 


As I am interested in securing in- 
formation on Detroit Edison Company, 
please advise on company’s expansion 
program, recent revenues and dividends. 

T. J., New Bern, N. C. 

Detroit Edison Co. earned $1.73 
per share on the shares outstand- 
ing at the year-end and $1.86 per 


693 











share on the average number of 
shares outstanding during 1949. 
Regular quarterly dividends total- 
ing $1.20 a share were paid dur- 
ing the year. 

To finance 1949 and 1950 con- 
struction, the company has sold 
$14 million of new stock; $10 mil- 
lion of ten-year, 214% notes; and 
has arranged to sell $30 million 
of 30-year, 3% notes. The com- 
pany invested $51 million in new 
construction during 1949. 

Electric revenues were about 
$14 million above those of 1948. 
The cost of doing business last 
year increased $11,549,000. 

The company reported an in- 
creasing use of electricity by all 
classes of customers except some 
industrial customers where use 
was curtailed because of strikes 
last year. 

Industrial output of Detroit 
this year is expected to at least 
equal that of 1949 and 1948. This 
belief, coupled with the increas- 
ing use of electricity by domestic 
and commercial customers, makes 
advisable a continuation of the 
company’s present 400,000 kilo- 
watt expansion program without 
interruption. 


Associates Investment Company 


Please give comparative earnings of 
Associates Investment Company in the 
past two years and outlook for 1950. 

H. R., Harrisburg, Pa. 

Consolidated net earnings of 
Associates Investment Company 
for 1949 were $9,057,066, com- 
pared with $6,776,261 in 1948. 
The latest year’s income was 
equal to $8.69 a share on 1,041,- 
824 shares of common stock out- 
standing, compared with $6.50 a 
share on the same number of 
shares the year before. 

Total receivables outstanding 
also reached an all-time peak, ag- 
gregating $225,935,113 as com- 
pared with $205,968,000 at the 
end of 1948. Primary factor in 
the increase was a gain in out- 
standing automobile retail instal- 
ment notes, which amounted to 
$172,767,389 at year’s end, an in- 
crease of $40,186,586 over the 
preceding year’s total. 

Unearned finance discounts, 
which represent the deferred in- 
come that will be taken into fu- 
ture earnings, amounted to $12,- 
633,868 at the close of 1949, com- 
pared with $10,822,355 the year 
before. 

While the total volume of fi- 
nance business for 1949 was 
$596,317,507, comparable with 
$609,011,138 the year before, 
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there were important changes in 
its composition. Purchases of mo- 
tor lien retail instalment notes 
increased from $224,851,767 to 
$264,138,996, while purchases of 
motor lien wholesale short-term 
notes decreased in the same pro- 
portion, from $306,575,331 in 
1948 to $254,144,272 in 1949. The 
changes reflected company’s re- 
conversion to a normal buying 
program, primarily servicing new 
car dealers and acquiring approx- 
imately 50% of retail auto vol- 
ume in new cars. The rapid de- 
cline in used car prices ‘resulted 
in less favorable collection expe- 
rience and somewhat higher losses 
on repossessed automobiles. This 
situation, however, was antici- 
pated by having formerly pro- 
vided sufficient loss reserves from 
higher discount rates, so that net 
results were satisfactory. It is ex- 
pected that losses will be mate- 
rially reduced in 1950. 

As the method of selling auto- 
mobiles gradually returns to the 
pre-war pattern, company can ex- 
pect an increasing percentage of 
new and used cars will be sold 
on a time-payment basis. 

Dividends in 1949 totaled $2.90 
per share and current quarterly 
rate is now 90c per share. 

Prospects for 1950 appear fa- 
vorable. 


Admiral Corporation 

I understand Admiral Corporation 
had a banner year in 1949, Please give 
me detailed report on sales volume, net 
income, dividends and prospects over 
coming months. 

H. A., New Bedford, Mass. 

Admiral Corporation recorded 
an all-time high in net earnings 
of $8,239,582 for 1949 on sales of 
$112,004,251. Per share earnings 
amounted to $4.12 on 2 million 
shares outstanding. 

In 1948, with a sales volume of 
$66,764,265, Admiral netted $3,- 
639,025, or $1.82 per share, on an 
equivalent number of shares. 

On December 31, 1949 the com- 
pany’s net worth was $18,024,048 
as compared with $10,814,886 a 
year ago, an increase of 67%. 

The final quarter of 1949 set a 
new record as Admiral earned a 
net of $3,608,008 on sales of $34,- 
926,100 for $1.80 a common share, 
as compared to previous year’s 
final quarter net of $1,601,239 on 
sales of $24,249,757, or 80c a 
share. Company was recently pro- 
ducing television sets at the rate 
of 700,000 annually. Increased 
plant capacity, now under con- 
struction, assures the company of 
the space required to produce one 





million sets this year. The com. 
pany has set a sales goal for this 
year greatly beyond the record 
figures of 1949. First quarter 
1950 sales are expected to show 
a substantial increase over the 
$23,500,000 for the first quarter 
of 1949. 

Introduction of a completely 
new refrigerator line in January 
has incraesed orders substantially 
in that division alone for the first 
quarter of 1950. 

Four quarterly dividends of 20c 
in cash was paid in 1949 and 
100% stock dividend was paid on 
December 7. Current quarterly 
dividend has been increased to 
25c per share. 

General Time Corporation 

Please explain the reason for the de- 
cline in net income for General Time 
Corporation last year and also advise 
on sales volume and dividends. 

F. N., Maryville, Missouri 

Net income of General Time 
Corporation in 1949 amounted to 
$2,471,350, equivalent to $5.74 
per share on the 402,607 common 
shares listed on the New York 
Stock Exchange, after giving ef- 
fect to a stock dividend paid in 
January of this year. This com- 
pares with 1948 net income of 
$3,291,863, equivalent on the same 
basis to $7.70 per common share. 
The 1949 accounting year covered 
52 weeks as against 53 weeks in 
1948. 

Both sales and net income of 
General Time and its consolidated 
subsidiaries last year were the 
second largest in the company’s 
history, being exceeded only by 
the record year, 1948. Sales for 
1949 totaled $31,740,110, com- 
pared with $34,600,324 the year 
before, a decline of about 8.3°. 

Sales of General Time Corpora- 
tion’s new foreign subsidiaries 
have not been included in the con 
solidated statement. Based on cur- 
rent value of foreign exchange, 
sales by these unconsolidated for- 


eign subsidiaries increased by 
about $750,000 over the year 
1948. 


Although the clock and watch 
industry suffered a severe decline 
in the forepart of 1948, a large 
segment of the company’s busi- 
ness moved against this trend and 
some of the company’s best 
known products were recently on 
allocation. During the latter part 
of 1949 an increase in general 
business activity was helpful to 
the company and the industry as 
a whole. 

Factors in the lower net income 


(Please turn to page 703) 
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for the 


biggest year ~ 
in Lorillard 


CURRENT ASSETS: 





CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 





: Sales, less Discounts, Returns and Allowances 
Cost of Goods Sold, Selling, General and 

Administrative Expenses . 

Operating Income ...... 


1949 
$153,500,123.48 


x 436,937.53 
$ 12,063,185.95 








Other Income ____ 160,076.51 

$ 12,223,262.46 

Heterest om Piindleel DODO oi. .ois.socccscccccsscesescsessansivorasese $ 857,272.50 
Amortization of Debenture Expense ...... 13,039.98 
Cee RR es ee ____ 141,816.65 
S$ 1,012,129.13 

Income before Federal and State Income Taxes ........ $ 11,211,133.33 
Provision for Federal Income Taxes ..................0.0.-+ $ 4,142,000.00 


Provision for State Income Taxes .................0...00000+0+ 


Net Income for year . 
Earned Surplus at beginning of year .....................-0000+- 


Dividends on Preferred Stock ($7 per share). 
Dividends on Common Stock — $1.75 per 
share; 1948, $1.50 per share) ...............c.cccccccseseeeees 


Earned Surplus at end of year ................:cccccecssseesseseeseees 


245,000.00 


$  4,387,000.00 
$ 6,824, 133.33 





___3,931,549.84 


$ 4,617,549.84 
$ 25,476,604. 10 


CONSOLIDATED BALANCE SHEET—DECEMBER 31, 1949 With Comparative Figures for 1948 


ASSETS 
1949 


Cash in banks and on hand .................. $ 5,762,370.59 
Accounts receivable—trade (less 
reserves 1949 $650,783.89; 


1948 $630,073.28) . 
Other accounts and notes receivable ... 


6,993,209.17 
147,759.44 


Inventories, at cost: 


Leaf tobacco ........ 


66,571,806.70 


Manufactured stock ‘ead revenue 


stamps ..... 
Materials and supplies 
Special deposits—contra . 
Total current assets .... 
PLANT AND EQUIP- 
as adjusted December 31, 


PROPERTY, 
MENT, 


5,932,642.74 
2,488,505.73 
836,615.09 


$ 88,732,909.46 





1948 
$ 5,632,438.89 


6,300,891.00 
146,935.33 


64,269,906.99 


5,390,534.52 
2,877,831.66 
631,921.16 


$85,250,459.55 








1932 by authorization of stockholders, 
plus subsequent additions at cost, less 


retirements . 


Less: Reserves for deprec iation 
Total property, plant and 
equipment 

TRADE MARKS AND 
GOODWILL 


BRANDS, 


$ 17,707,279.92 
6,613,238.36 


$ 11,094,041.56 


$ 1.00 


$16,726,561.13 
6,217,154.74 


$10, 509, 406.39 





DEFERRED CHARGES: 


Prepaid insurance, advertising and 


taxes 


Unamortized debenture e xpense . seas 


Miscellaneous 


Total deferred charges i 


509,266.06 

66,865.87 
231,143.76 
807,275.69 
$100,634,227.71 


We'll be glad to send you a copy of our illustrated 
Annual Report for 1949. Write P. Lorillard Company, 
119 West 40th Street, New York 18, N.Y. 


MARCH 25, 


$ 473,362.32 
70,905.85 
177,975: 08 
$ 722,243.25 


$96,482,1 10.19 


AMERICA’S OLDEST 





Total current liabilities 
FUNDED DEBT: 
5% Gold Bonds, maturing August 1, 
11 elon scorinaseessccescnce | GES ASOGO 
Twenty Year 3% Debentures, due 
October 1, 1963 (the indenture re- 
quires the retirement of $600,000 
annually 1949-62) 
Total funded debt . 


CAPITAL STOCK AND SURPLUS: 
7% Cumulative Preferred Stock, 
par value $100 per share: 
Authorized 99,576 shares 
° Issued 98,000 shares 
Common Stock, par value $10 pershare: 
Authorized 5,000,000 shares 
Issued 2,246,681.89 shares 
Paid-in Surplus 
Earned Surplus, as per stateme nt 
($12,541,469.88 not available for cash 
dividends on common stock under 
provisions of debenture indenture) 
Total capital stock and surplus 


$_18,258.: 324.70 70 


17,200,000.00 


$ 23,395,450.00 


$ 9,800,000.00 


22,466,818.90 
1,237,030.01 
25,476,604.10 


$ 58,980 453.01 
$100,634,227.7 


TOBACCO MERCHANTS 


Main Street, U.S.A., Where America Buys Lorillard Tobacco Products 


1950 


For the Year Ended December 31, 1949 With Comparative Figures for 1948 


1948 
$140,279,236.56 


_130,276,521.18 
$ 10,002,715.38 
___ 165,474.95 
$ 10,168,190.33 
$ 868,972.50 

13,318.64 
___ 142,059.96 
$  1,024,351.10 
$__9,143,839.23 
$ 3,353,000.00 

145,900.00 
$ 3,498,900.00 
$  5,644,939.23 
__21,680,980.35 
$ 27,325,919.58 
$ 686,000.00 


3,369,898.97 
$ 4 055,898.97 
$ 23,270,020.61 





Depreciation provided—1949 $635,475.32 * 1948 $501,9164 45, 
LIABILITIES 
CURRENT LIABILITIES: 1949 1948 

Notes payable—banks .......................... $ 9,000,000.00 $ 8,000,000.00 
Accounts payable—trade . 4, 1,885,510.56 1,777,829.27 
Twenty Year 3% Debentures “(due 

within one year) 600,000.00 600,000.00 
PRCORUUU UE MOG aac ch osnciccsonccevesaccsaectccie 4,938,293.89 3,877,103.60 
Accrued payrolls . 536,919.27 409,505.91 
PCCHAMIE  TONOI 5556. 20 csssatecsccasccanscnsacces 262,571.87 267,071.87 
Other accrued liabilities 198,414.02 149,358.86 
Dividends, etc. funds on deposit, contra 836,615.09 631,921.16 


$15, 712, 790.67 
$ 6,195,450.00 


_17,800,000.00 
$23,995,450.00 


$ 9,800,000.00 


22 466,818.90 
1,237,030.01 
23,270,020.61 


“v0 


$56,773,869.52 


$96,482,110.19 


ESTABLISHED 1760 
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Only STEEL can do so many jo 








AIRPLANE CROSSES BRIDGE. This is the 127-foot wide 
airport taxiway overpass, carrying a taxiing air- 
plane across the vehicular approach road at the 
New York International Airport. In fabricating 
and erecting steel for such modern structures as 
this, United States Steel is continuing its number- 
one job of helping to build a better America. 


~~ 


: ‘ . ; ; zs id : % 
i \ 4 i 


HOSPITAL FAVORITE. Equipment made of U-S’S Stainless Steel stands in a 
class by itself when it comes to safeguarding the health of patients, mak- 
ing work easier for hospital staffs. Its smooth surfaces harbor neither 
germs nor bacteria. And it’s easy to keep spotlessly clean and sanitary. 


SLAM, SLAM, SLAM, all day long—but despite such rough 
treatment, this refrigerator stands solid as a rock and 
holds its gleaming porcelain surface because the steel 
it’s made of is sturdy, time-tested U-S’S Vitrenamel. 


UNITED STATES STEEL CORPORATION, 436 Seventh Ave., Pittsburgh 30, Pa. Subsidiaries: AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE 
NATIONAL TUBE COMPANY « OIL WELL SUPPLY COMPANY © TENNESSEE COAL, IRON & RAILROAD COMPANY @ UNION SUPPLY COMPANY « UNITED STATES STEEL EXPORT 
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A CLEAN, SAFE PAN is any pan made of 
stainless steel because this ever-bright 
material is so easy to keep free from con- 
tamination. When you buy a utensil 
bearing the U-S’S Stainless Steel label, 
you know that the steel was made by 
United States Steel—that it is perfect for 
its purpose, that it is easy to clean, and 
corrosion-resistant all the way through. 


TIRES DEFY DESTRUCTION! Newest thing in tires is the use of high tensile steel 
wire to replace cotton or rayon cord, producing what engineers believe to be 
the most rugged pneumatic tire ever built. It runs cooler under heavy loads at 
high speeds, gives more mileage. Development of hair-like strands of U-S’S Tire 
Cord Wire, strong enough to take the constant punishment of tire flexing, was 
accomplished after extensive research by scientists of United States Steel. 


TRADE MARK 


¢, STEEL © 


My, wa... and this label is your guide to quality steel 
&a STATES © ae _— 


Hing Lo Build a Better 


NCE DIVISION ¢ CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY * CONSOLIDATED WESTERN STEEL CORPORATION » GERRARD STEEL STRAPPING COMPANY 
COMPANY « UNITED STATES STEEL PRODUCTS COMPANY © UNITED STATES STEEL SUPPLY COMPANY » UNIVERSAL ATLAS CEMENT COMPANY » VIRGINIA BRIDGE COMPANY 
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Fact and Fantasy in 
Russia’s Talk About 
Economic Strength 





(Continued from page 669) 


setbacks is bound to have external 
implications. The Russians will 
be able to tie the Eastern Euro- 
pean satellites more closely to 
their wagon, and make a bid for 
increased trade with Western 
Europe, Western Germany in 
particular. 

Insofar as the West is con- 
cerned, the upvaluation of the 
ruble — which by law continues 
to be a strictly internal currency 
—from 5.3 to the dollar (19 cents 
nominal) to 4 to the dollar (25 
cents nominal*) is not only 
meaningless but a rather ridicu- 
lous attempt on the part of the 
prophets in the Kremlin to en- 
hance the international prestige 
of their currency. Insofar as in- 
ternational trade transactions 
with the West are concerned, they 
will still be conducted in western 
currencies. 


Impact On Satellites 


But for the satellite countries 
the up-valuation may have a dif- 
ferent and costly meaning. In the 
first place, the value of dollars, 
pounds, francs, and other foreign 
currencies which the satellite 
countries deliver to the common 
pool in Moscow (the value of 
their contributions has been esti- 
mated at $150 to $200 million) 
will now be worth considerably 
less in rubles. At the same time 
the satellite countries which are 
desperately short of raw mate- 
rials and capital goods will now 
have to turn almost exclusively to 
Russia to get them. And they will 
have to pay more rubles for them. 
Thus Czechoslovakia, Poland, 
Hungary, Roumania, and Bul- 
garia are caught by the Soviet 
currency manipulation coming 
and going. 


It would be a mistake to think, 
however, that the Russian econ- 
omy is out of stormy waters, 
even though the major war-dev- 
astation has been repaired. On 
the contrary. The standard of liv- 
ing needs to be raised and the 


*In the Moscow black market the dollar 
is reported to bring currently 40 to 50 
rubles, or about ten times as much as 
the official rate a few months ago the 
dollar brought from 60 to 70 rubles. 
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quality of consumer goods, often 
unbelievably bad, improved. The 
transportation system requires 
attention. Russian railways are 
backward and the available equip- 
ment is overworked. 


The production of oil, disrupted 
by war, lags far behind the coun- 
try’s needs and the sinking of 
new oil wells is far behind be- 
cause of the lack of equipment. 
Russia faces also the problem of 
exhaustion of her known iron ore 
reserves. The high grade deposits 
in the southern Urals are nearing 
depletion. In general, the picture 
of the Soviet economy reveals a 
great unevenness in the develop- 
ment of industries, many bottle- 
necks and many weaknesses. 


Resources Not Inexhaustible 


Moreover, Russian resources 
are by no means inexhaustible or 
as extensive as is generally be- 
lieved. It is true, for example, 
that the area of the Soviet Union 
is nearly three times as large as 
that of the United States. But it 
must be remembered that an area 
nearly half as large as the Con- 
tinental United States is a tree- 
less, unproductive tundra. The 
total acreage under crops is about 
500 million acres or about 100 
million more than in the United 
States. Despite all the advances 
and the increased use of ferti- 
lizer, crop yields remain far below 
those of the United States. Some 
of the best black soil brings forth 
only three good crops out of every 
four because of drought and other 
climatic disadvantages. 


With the industrial population 
of Russia increasing — as it has 
during the past few years — at 
the rate of about 2 million a year, 
there is a question whether the 
output of food can keep up. It 
seems that the solution of the 
problem of sufficient food for 
everybody is still far off — if it 
ever will be solved. 


In summary, Soviet Russia may 
have made considerable progress 
in postwar rehabilitation but she 
is also beset, and will continue to 
be beset, with enormous weak- 
nesses and difficulties of economic 
and social character which must 
certainly be taken into considera- 
tion, and realistically so, in any 
attempt to appraise her strength. 
Oil is her “Achilles heel,” and 
without adequate oil supply, no 
country can carry on modern war 
for long. Her consumer goods in- 
dustries, deliberately throttled in 





favor of capital goods and arma- 
ments, are barely able to meet 
minimum requirements of her 
growing population. And the re- 
sultant miserable standard of liv- 
ing is certainly not a booster to 
morale. In a communistic state, 
“deficiencies” of this sort can of 
course be glossed over; the terror 
takes care of the mal-contents. 
But it cannot be a source of 
strength. Nor can, for any length 
of time, economic power based on 
compulsion and misery for the 
masses. 





Revised Steel Prospects 
for 1950 





(Continued from page 674) 


have greatly strengthened their 
finances in the last decade. A com- 
parison of a dozen typical compa- 
nies discloses, for example, that 
whereas indebtedness had _in- 
creased slightly to $674 million 
from $640 million eleven years 
earlier, ratio of debt to sales vol- 
ume actually had dropped to a lit- 
tle more than 9 per cent from 24 
per cent. Total assets of the twelve 
companies increased almost 50 
per cent from 1937 to 1948. More- 
over, preferred dividend require- 
ments of these companies repre- 
sented 25 per cent of net income 
in 1937 but only 9 per cent in 
1948. 


High Replacement Costs 


Moreover, steel mills could not 
be replaced today for anything 
like the modest amounts at which 
plants are carried on current bal- 
ance sheets. Figures compiled by 
United States Steel, which prob- 
ably are typical for the industry, 
show that costs of replacements 
are about six times greater than 
at the beginning of the century. 
They are about two and a half 
times those of 1925 and about 
double those of 1939. 


Coke ovens, as an example, show 
an increase in cost of 130 per cent 
over 1939 and blast furnace costs 
show a similar cost advance of 
132 per cent. On the average, in 
all construction undertaken by U. 
S. Steel, costs in the ten-year pe- 
riod showed a gain of 95 per cent. 
This trend should indicate intrin- 
sic values in depreciated plants of 
representative steel companies 
that are modestly appraised in to- 
day’s market. 
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Celanese Corporation of America 
Marks its 25th Year of Operations 


(FROM THE 1949 ANNUAL REPORT TO STOCKHOLDERS) 


From the Chairman 

The report for 1949 marks the completion of twenty-five years of successful operations. Some measure of 
the growth and development of our Company may be had by referring to the Company’s report for the 
year 1925, the first full year of cellulose acetate yarn production at our Amcelle plant. 








As of As of 
December 31, 1925 December 31, 1949 
Total Assets $9,823,713 $254,885,948 
Sales 1,642,126 171,292,005 
Net Profit 305,360 20,640,826 


In reviewing the year’s operations in 1925 for our shareholders, I took the occasion to write: 
“The Company’s products, ‘CELANESE’ Brand Yarn, Fabrics, ete., have met with in- 
creased demand by the trade from day to day, and with the new uses in which they have 
found a market, it is expected that the Company will have a very prosperous future and no 
difficulty will be experienced in readily disposing of the entire production of the Com- 
pany’s plant and the increase from its present production should be readily absorbed 








by the trade.” 


These words bear reaffirmation today as we look forward to another quarter century of operation which 


should prove to be equally productive of progress and growth, 


From the President 


EARNINGS: The earnings per share of Common Stock in 
1949, after providing for Preferred Stock dividends, 
were $3.19. 


DIVIDENDS: The dividends on the Common Stock totaled 
$2.40 per share represented by four quarterly dividends 
of 60¢ per share, which diy idend has been in effect from 
the second quarter of 1948. The total dividends paid on 
the 5,514,107 shares of Common Stock outstanding 
amounted to $13,233,649. The dividends on the Pre- 
ferred Stocks amounted to $3,032,344. The total pay- 
ment for dividends in 1949 was $16,265,993. 


TAXES: While the earnings amounted to $3.19 per share 
of the Common Stock and the dividends $2.40 per share 
on the Common Stock, the total direct taxes paid by the 
Company to Federal, State, and Municipal governments 
were equal to $2.96 per share of Common Stock. 


FINANCIAL POSITION: The Company continues to be in 
a strong financial position, with net current assets at 
the end of the year of $69,339,823 of which $43,970,- 
546 was represented by cash. Inventories are at a low 
level for the volume of business being done. During 
the year the Company redeemed $2,437,000 of its 
funded debt. 


PLANT EXPANSION: During 1949 all departments of the 
Celriver plant were brought into operation. Initial oper- 


CHAIRMAN 


ations were commenced at this plant late in 1948. No 
further large expansions in the United States have been 
authorized in the meantime, but plans are being con- 
sidered for future expansions in the event that general 
economic conditions justify such steps. 


MARKET TRENDS: The most significant trend of the year 
was the development of the summer-weight suitings 
for both men’s and women’s apparel. This was pio- 
neered by several of our yarn customers who took the 
leadership in the styling and technological development 
of entirely new classes of fabrics combining acetate fila- 
ment yarn and staple fiber with other chemical yarns 
and fibers. Through their efforts the summer-weight 
suit business achieved a sound and profitable founda- 
tion. 


OUTLOOK FOR 1950: The high level of textile operations 
in the last quarter of 1949 is currently being maintained. 

So far as can be foreseen, the Company’s operations 
give promise of continuing at a high rate of productiv- 
ity for some time. Depending upon psychological fac- 
tors affecting consumer purchasing, general economic 
conditions and governmental action on taxes, we an- 
ticipate a year of satisfactory results. 


SRE el Le, 


PRESIDENT 





A copy of the annual report for 1949 will be sent without charge on request. Please address Dept. 152 


CELANESE CORPORATION OF AMERICA 


180 Madison Avenue, New York 16, N. Y. 
CHEMICALS... PLASTICS...AND TEXTILE YARNS AND FIBERS 
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Appraising Strength of the 
Auto Industry 





(Continued from page 678) 


duced prices, earnings of Hudson 
Motors were probably somewhat 
less than the $7.28 reported in 
1948. Volume of Packard rose 
14% in the first nine months of 
1949, but heavier expenses and 
taxes plus fourth quarter difficul- 
ties because of the steel strike re- 
duced net earnings to a point 
where the directors recently de- 
cided to omit dividends. 

Far less pleasing is the 
picture presented by the truck 
manufacturers. It is expected that 
White Motor will report earnings 
around 75 cents a share compared 
with $4.98 a year earlier. Mack 
Trucks undoubtedly ran heavily 
into the red, and only moderately 
less unfortunate was Federal Mo- 
tor Truck Co. Diamond T prob- 
ably earned a small amount com- 
pared with 1948 net of $2.64 per 
share. The stronger independents 
in the truck division appear con- 
fident that increased replacement 
demand will improve their sales 





and earnings in the current year, 
but they are facing record com- 
petition from the “Big Three” as 
well as from International Har- 
vester. The latter concern has 
spent $30 million in postwar to 
expand its production of trucks, 
and plans intensified sales activity 
this year. 

Looking ahead into 1950, ana- 
lysts are pointing out that pro- 
duction of more than 700,000 cars 
and trucks was lost in the last six 
months because of the steel, coal 
and Chrysler strikes, thus creat- 
ing a deferred demand that 
should help stabilize operations in 
future months. It should be real- 
ized, though, that after the 
Chrysler difficulties are settled, 
the labor unions plan to tackle 
General Motors in June. 

Should this controversy seri- 
ously curtail production of GM, it 
may give Chrysler a better chance 
to catch up and temporarily re- 
vise the competitive picture of 
the industry. It remains to be 
seen, though, to what extent 
strikes may continue to upset the 
normal expectancies in the field. 
It is extraordinary that despite 
strike handicaps, the auto indus- 





RAYMOND MASSEY 





“I CONSIDER IT an investment in enjoyment when I serve Schenley at home, 
or order it when dining out,” says Raymond Massey, famous stage and screen star. 
So, when you play the role of host, serve the whiskey that’s the favorite of the 


stars, smooth, sociable Schenley. Rare 


neutral spirits. Schenley Distributors, Inc., N. Y. C. 


Plays Sociable 


Role 





blended whiskey, 86 proof, 65% grain 
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try produced more than 1.3 mil. 


lion cars and trucks in the first 
quarter of 1950 compared with 
barely more than 1.1 million in 
the same period last year. 

Owners of automobile shares 
would be wise to expect earnings 
in 1950 to be moderately lower 
for even the best situated con- 
cerns, not only because of pros- 
pectively lessened unit demand 
but because of reduced prices, 
Practically all of the models carry 
lower price tags than a year ago 
and as competition sharpens, fur- 
ther price cuts may follow. While 
economies resulting from compe- 
tition of modernization programs 
may tend to stabilize margins of 
many auto makers, rigid overhead 
and wages, not to mention new 
pension plans, will likely exert in- 
creasing pressure on profits. 

Though dividend casualties were 
numerous among truck manufac- 
turers last year, most of the lead- 
ing makers of passenger cars 
raised their disbursements in 
1949. The action of Packard re- 
cently in omitting dividends 
clearly shows the effects of heavy 
competition as well as operating 
difficulties, a factor that counsels 
caution in the case of a few other 
situations. 

On the other hand, the financial 
condition of many auto makers 
has been so strengthened in post- 
war, while completion of improve- 


ment programs has eased working } 


capital needs, that distribution 
of a more liberal portion of earn- 
ings may be anticipated. Hence 
the outlook for generous divi- 
dends by General Motors and 
Chrysler is bright, and the same 
holds true for a few of the inde- 
pendents such as Studebaker, 
Hudson and Nash. 

Shares of the leading auto 
makers for some time have rather 
closely followed the pattern of the 
general market. By and large, 
current share prices allow rather 
amply for the prospect of prob- 
ably somewhat smaller earnings 
in 1950. Acquisitions under cur- 
rent conditions nevertheless 
should be highly selective with 
due regard for proper timing. 





Improved Earnings Outlook 
for Rubbers? 





(Continued from page 681) 


metal items. Reduced demand for 
replacement tires was not fully 
offset by larger original equip- 
ment shipments and non-automo- 
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tions dictate a later shift in poli- 
cy, the industry will continue to 
benefit from the ceiling placed on 
the price of its major raw ma- 
terial — synthetic rubber — and 
from the accompanying brake on 
fluctuations of both the synthetic 
and natural raw material. Efforts 
of British and Dutch rubber 
growers aimed at curtailing pro- 
duction of synthetic rubber in 
this country have so far been un- 
successful but may be expected 
to continue. It is difficult to en- 
visage, however, how this country 
could ever be persuaded to give 
up the tremendous advantage ac- 
cruing from a readily available, 
safe and reasonably priced raw 
material supply which, inciden- 
tally, has imparted the rubber in- 
dustry a far greater degree of 
stability than ever before. 


Moderate Price-Earnings Ratios 


From a market standpoint, the 
group as represented by the 
shares of the leading concerns 
has moved about in line with the 
general market, but despite recent 
price advances continues to sell 
at moderate price-earnings ratios. 
Yields are liberal and, in the case 
of the better situated concerns, 
attractive. Proof of ability to 
achieve greater income stability 
should ultimately leave room for 
price enhancement. 





Now You Can Get 


MALE 
ORMONE §S 
on a 30-day test! 


If you have a male hormone deficiency don’t fail 
to make this 30-day test. Science has discovered 
that hormone deficiency can cause a terrific upset 
in your happiness and your earning power. This is 
especially true of men past 35—a time that can 
easily be the best part of life. Find out whether 
this is the answer to your problem. Send today for 
Hudson Male Sex Hormones. You take no financial 
risk. Our money-back guarantee protects you. Take 
these handy tablets for 30 days. If you feel no 
benefits—if your home life, your business life are 
not made happier because of these benefits, we will 
gladly refund the full purchase price.- Just send 
$5 and a 30-day supply will be sent you, shipped 
in plain wrapper, via airmail. 

a ee MAIL TEST COUPON NOW —~———— 
MAYWOOD PHARMACAL CO., Dept. WA 

1065 E. Anaheim Blvd., Long Beach 13, Calif. 

Please send 30-day supply of genuine Male Sex 
Hormones. If | use them as directed for 30 days and 
feel no benefits, you guarantee to return my five 
dollars without argument. 

1 enclose $5 in Cash__Check___Money Order__. 
Send C.0.D. and | will pay postman 
Please send me Hormone and also Vitamin order 


blanks. 





MY NAME 





ADDRESS. 





CS STATE. 
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Recent Dividend Omissions 
—Reductions 





(Continued from page 663) 


pany’s highly variable operations 
even under more normal condi- 
tions, it remains quite speculative. 

Eagle-Picher Company since 
March 1948 maintained a regular 
quarterly dividend of 45c a share 
but last January reduced it to 30c 
as a matter of prudence, and de- 
spite its strong financial position. 
Due to acquisitions and expansion 
and modernization programs in 
postwar, net current assets have 
tended downwards and directors 
felt that dividends should be kept 
on a conservative basis and, if 
possible, working capital should 
be increased. 


Conservatism is also dictated 
by the earnings trend. The com- 
pany for its fiscal year ended No- 
vember 30, 1949, reported a net 
loss of $1.95 million compared 
with net earnings of $5.56 million 
in the preceding year but a net 
credit to earned surplus was made 
possible by transfer of $4.7 mil- 
lion from the reserve for future 
decline in inventory values. 

However, there has been a net 
operating loss of some $820,000 
largely due to highly unsettled 
conditions in the lead market. The 
price of lead dropped from an all- 
time high of 2114¢ a pound early 
last year to 12¢, a price which has 
been in effect since last November 
2, and was slashed further to 
111!4¢ a pound this month reflect- 
ing a growing surplus of sup- 
plies (including a heavy flow of 
imports) and sharply reduced de- 
mand due to price uncertainties. 
In the light of the latest price de- 
velopment, the company’s divi- 
dend action apears well advised, 
for it is bound to affect earnings. 
The price drop has been fore- 
shadowed in recent weeks and 
this undoubtedly played a part in 
the decision to reduce the divi- 
dend. Until the price structure is 
stabilized, dividends are likely to 
continue conservative. Pending 
clarification of the outlook, the 
stock lacks attraction. 


Chesapeake & Ohio 


Chesapeake & Ohio Railroad, 
which has paid dividends without 
interruption since 1922, took no 
dividend action at its February 
meeting, a step that was not alto- 


gether surprising in view of the 
road’s recent difficulties. Last 
year, a total of $3 was paid at the 
quarterly rate of 75¢. Passing the 
dividend took into consideration 
the sharp earnings decline in 
1949, to $1.36 a share from $3.72 
earned in 1948, as a result of the 
fact that soft coal mines last year 
were closed down for a total of 
101 days, the longest period in 25 
years, and moreover much of the 
time worked on a three-day basis. 
In January, curtailed coal traffic 
because of work stoppages in the 
mines cut net income to a mere 
$187,110 compared with $2,456,- 
127 in January a year ago, and in 
February, because of the coal 
strike, there was a deficit of $2,- 
889,242 or 38¢ a share, compared 
with net income of 27¢ a share 
in the same month a year ago. 


Forthcoming Improvement 


The plight of C. & O., which is 
the largest originating road for 
soft coal traffic, presumably will 
abate now that soft coal mines 
are back on a five-day basis and a 
heavy increase in its loadings is 
anticipated in the near future. 
However, due to the traditional 
instability of coal mine opera- 
tions, its vulnerability to future 
work stoppages remains. While 
the road has been endeavoring to 
diversify its freight business, coal 
will continue to be, in normal 
times, the principal commodity 
carried. For the time being, a 
sharp earnings recovery is indi- 
cated which may lead to recon- 
sideration of dividend policy at 
the next meeting in May. Sub- 
stantial operating savings re- 
cently instituted should contrib- 
ute to a distinctly better showing. 


Anticipating this, the stock has 
been holding up quite well de- 
spite the dividend omission and 
it doubtless is worth holding on 
a speculative basis. Approaching 
termination of large capital ex- 
penditures is helping to streng- 
then working capital and this 
should have a bearing on future 
dividend decisions. More stable 
conditions in the coal mines is 
however a requisite of satisfac- 
tory earnings in the long run. Un- 
der the newly signed UMW con- 
tract, no strike is to take place 
for a year or so but there is some 
doubt whether this provision will 
be honored once coal surpluses 
again begin to mount, as they will 
if the five-day week is continued. 
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Paraffine Companies, Inc., a 
leading producer of floor coverings 
and building products, cut its div- 
idend from 30c to 15c in view of 
reduced earnings resulting from 
closure of the main plant by a 
strike from June 16 to October 2 
last year, and of the desirability 
of retaining earnings for working 
capital in anticipating of opening 
of its new plant in New Jersey. 


Net profits for the fiscal year 
ended June 30 dropped to $2.14 a 
share from $2.40 earned in the 
preceding comparable period, and 
a deficit of 36¢ was incurred in the 
three months ending September 
30. The subsequent quarter, to De- 
cember 31 last, produced net prof- 
its of 37c, leaving net income of 
one cent per share for the first 
half of fiscal 1950. 


Good Basic Demand Conditions 


Since a recurrence of last year’s 
handicaps is not likely and basic 
demand conditions should remain 
reasonably good, there should be 
a marked earnings recovery hence- 
forth though because of its poor 
start, earnings in fiscal 1950 may 
not exceed $1.50 a share. A cur- 
rent annual earnings rate of be- 
tween $2.50 and $3 is indicated. 
Whether the recovery, in view of 
working capital requirements, 
will lead to early liberalization of 
the reduced dividend is somewhat 
doubtful though this of course 
will be subject to later decisions. 
At the present reduced rate, the 
stock has no attraction from a 
yield (814%) standpoint but long 
term growth possibilities cannot 
be overlooked. 





For Profit and Income 





(Continued from page 685) 
Trucks 


The motor truck makers seem 
at or near their own cyclical low 
point in demand, but can remain 
“in the valley” for another year 
or two. Hence, there is no hurry 
about buying the stocks. They un- 
doubtedly can be had below pres- 
ent prices in periods of general 
market pressure. But there is 
probably an excellent speculative 
opportunity in them somewhere 
ahead, and to be watched for. 
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The directors have declared a quar- 





terly dividend of 50c a share on the 
$12.50 par value Common Capital 


March 1, 1950 








Beatrice Foods Co. 
DIVIDEND NOTICE 


Stock payable April 1, 1950 to 
shareholders of record March 14, 
1950. 

C. H. Haskell, President 
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Pros and Cons in Open-End 
Investment Trusts 





(Continued from page 671) 


equalled 28% of new sales and 
amounted to $107.5 million, al- 
though the trend toward liquida- 
tion was much more pronounced 
in the first six months than in 
the last half year. Redemptions 
have averaged 38.4% of new sales 
for the past ten years. 

It seems a logical conclusion, 
that from a general market stand- 
point, operations of the open-end 
trusts are apt to intensify major 
market trends whatever their di- 
rection. In boom periods, they are 
likely to assist any uptrend of 
security prices, and they may well 
have the reverse effect in periods 
of declining markets. 

Apart from this, and from the 
standpoint of the individual in- 
vestor, the balance of arguments 
seems to confirm that the average 
investor, particularly if assisted 
by expert counsel, can employ his 
funds more advantageously by 
handling his own account. Not 
only can he better attune his se- 
lections to his personal objectives 
but he is always free to pursue 
highly flexible policies if such 
should be necessary. Moreover, 
his rate of income return should 
be superior to that afforded by 
most trust share investments. 





Answers to Inquiries 





(Continued from page 694) 


last year, were the lower sales, 
some price reductions and the 
shorter accounting year. There 
was also a non-recurring charge 
against profits of $139,240 arising 
from a foreign exchange adjust- 
ment, due to the decline of the 
U. S. dollar value of the com- 
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declared the following dividends: 


lye Board of Directors has this day 





FIRST PREFERRED STOCK 
$4.75 SERIES 








The regular quarterly dividend for 
the current quarter of $1.1834 per 
share, payable April 1, 1950 to 
holders of record at the close of busi 
ness March 17, 1950. 






7% SECOND PREFERRED STOCK 






The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1950 to holders of 
record at the close of business March 





17, 1950. 





COMMON STOCK 





March 
record at the 
1950. 





60 cents per share, payable 
31, 1950 to holders of 
close of business March 17, 







R. O. GILBERT 


Secretary 






March 7, 1950 








Exide 


BATTERIES 
THE ELECTRIC STORAGE BATTERY 
COMPANY 


198th Consecutive 
Quarterly Dividend 





The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable March 
31, 1950, to stockholders of record at 
the close of business on March 16, 
1950. Checks will be mailed. 
H. C. ALLAN, 
Secretary and Treasurer 


Philadelphia 32, March 3, 1950 











pany’s equity in net current assets 
of foreign subsidiaries. 

Dividends in 1949 amounted to 
$1.60 per share and a 10% stock 
dividend was also paid. 
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What's Behind the Figures 
In Annual Reports 





(Continued from page 660) 


portion of earnings apparently 
can be allotted to stockholders, 
dividends at an annual rate of $3 
per share seem safe. 


Libby-Owens-Ford 


Net income of Libby-Owens- 
Ford Glass Company rose sharply 
to $8.20 per share in 1949 from 
$5.56 in 1948. This gain reflected 
an 18.2% rise in sales and econo- 
mies derived from expenditures 
of $26.9 million for plant im- 
provements in postwar. The com- 
pany maintained its position as 
the leading supplier of safety 
glass to the automotive industry 
that experienced a record year in 
1949, besides forging ahead with 
sales of Thermopane, the lami- 
nated glass that has proved in- 
creasingly popular as window 
glass for residential and indus- 
trial structures. It is interesting 
to note that without raising prices 
last year, Libby-Owens-Ford in- 
creased its operating margin to 
27.7% from 23.6% in 1948. Addi- 
tionally, the record high earnings 
were after provision for acceler- 
ated depreciation of high-cost 
facilities. 


Phelps Dodge Corporation 


The severe drop in copper de- 
mand, attended by sharply lower 
prices for the metal in the fore- 
part of 1949, accounted for lower 
earnings by Phelps Dodge Cor- 
poration, net per share of $6.85 
comparing with $10.30 in 1948. 
In this case, as in many others, 
it is interesting to note how re- 
duced requirements for taxes 
cushioned the decline in net. In 
other words while pretax earn- 
ings dropped about 38%, a pro- 
vision for all taxes of $16.8 mil- 
lion in 1949 compared with $29.3 
million in the previous year, a de- 
cline of 44%. 


The recovery of copper prices 
to around 1814 cents a pound in 
the second half of last year re- 
flected improved demand, hence 
earnings in the final six months 
showed signs of improvement. At 
the close of 1949, the corporation 
had no stocks of copper on hand 
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other than in process or working 
stocks, Phelps Dodge and its sub- 
sidiaries having delivered 615.9 
million pounds of the red metal 
to customers in the course of the 
year, production from company 
mines accounting for 464.4 mil- 
lion pounds. 


National Dairy Products 


The leading dairy firms en- 
joyed a very prosperous year in 
1949. National Dairy Products 
Corporation, for example, re- 
ported net earnings of $5.26 per 
share versus $4.03 the year be- 
fore. This encouraging progress 
was achieved although volume of 
$897.6 million was about 9% 
lower than in the preceding year, 
the decline wholly accounted for 
by price reductions made by the 
company. Costs of milk and other 
materials, however, declined 20%, 
widening profit margins to 6.3% 
from the 1949 level of 4.1%. In 
relation to sales last year, net 
earnings were equal to 3.7 cents 
per dollar in contrast to 2.6 cents 
the year before. During 1949, the 
company reduced inventories by 
more than $9 million, paid off $1 
million of funded debt, raised 
dividends by 40 cents a share, 
spent $32 million for capital im- 
provements, and yet increased 
working capital by $8 million to a 
new peak of $124 million. 


Celanese Corporation 


In his annual message to stock- 
holders, Dr. Camille Dreyfus, 
chairman of Celanese Corpora- 
tion, pointed out his early hope 
that 1949, the 25th year of opera- 
tions, would be the most success- 
ful in history, but the inevitable 
postwar readjustment period in- 
tervened. In March and April last 
year, normally the time of peak 
sales to the textile industry, the 
mills were drastically liquidating 
inventories and cutting fabric 
prices. Recovery was very grad- 
ual until the latter part of the 
year but then picked up to require 
maximum capacity operations by 
Celanese. 


For the year as a whole, a vol- 
ume decline of $59 million or 
more than 25% depressed earn- 
ings to $3.19 per share compared 
with $6.61 in 1948; net of $1.60 
a share in the final quarter was 
by far the best of the four pe- 
riods. During the entire year, 
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though, quarterly dividends of 60 : 


cents a share were paid. As far as 


can be foreseen, 1950 should be a} 


much more satisfactory year, as 
textile operations have been at a 
fairly high level so far and while 
a slower pace will develop, there 
should be no such drastic experi- 
ence as last year. 





Is Revaluation of Business 
Prospects Necessary Due 
to Coal Strike? 
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ment, any drop in industrial ac- 
tivity later this year should re- 
main moderate but it is difficult to 
hold with those who argue that 
no drop is in store. This would 
be carrying optimism too far. A 
highly industrialized and versa- 
tile economy such as ours can 
take even major strikes in its 
stride without interruption of 
basic trends which at this time 
still spell more adjustment to 
come. 
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tenacity an idea long close to his 
heart — solidarity of all labor 
in its fight against management. 


One shudders to think what 
might happen if such solidarity 
were achieved and manipulated 
by a man of Mr. Lewis’ proven 
irresponsibility to the welfare of 
the nation, and, we might add, to 
his followers as well who fre- 
quently have been the main suf- 
ferers in his audacious game. 
Fortunately the other labor 
leaders are hardly likely to fall 
in with Lewis’ ideas. They are 
apt to examine his plans circum- 
spectly and with the distrust 
which Mr. Lewis deserves, fear- 
ing a time bomb or worse. Not 
without justification, they are in- 
clined to feel that Mr. Lewis’ 
actions constitute nothing but a 
shrewd play for balance of power 
between AFL and CIO, to be con- 
trolled, of course, by Mr. Lewis 
himself. They cannot be blamed 
for not liking the idea. 
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(Continued from page 653) 


ing and injustice. 

These were the people who later 
made excuses for the Russians 
when they refused to collaborate 
with us, because they believed 
there was good reason to distrust 
the West, and Russia permitted 
very little of the true situation to 
filter through, her propaganda 
continuing to make them believe 
that the suffering Russian people 
were making the sacrifice for the 
world toward the goal of happi- 
ness, security and plenty for all 
mankind. 

While many were disillusioned 
when Russia lined up with Hitler, 
there were others who expressed 
awe for the wisdom of Stalin — as 
a sort of bear lying down with the 
wolf — so as better to be able to 
destroy his victim later. 

The Russian regime grew 
strong, feeding on adulation of 
this sort in high places. Only too 
late, many saw the truth — even 
as Dr. Klaus Fuchs. 


Idealism Without Realism 


Today, in the desperate situa- 
tion in the Far East, we see the 
bitter results of idealism without 
realism. And we surely don’t want 
that kind of thing in the conduct 
of our affairs. 

We should not permit Mr. Ache- 
son to lead us into recognition of 
Red China, which Mao Tze-Tung 
won by guile and chicanery — by 
playing on the heartstrings of the 
millions living under century-old 
feudalism, suffering under the 
traditional oppression of the tax 
collector, the bandit, and the greed 
of individual landlords, bureau- 
crats and war lords, which de- 
prived them of the means for 
eking out an existence in a land 
devastated and torn by the unen- 
durably long Japanese and civil 
wars. 

Today the Reds, finally in com- 
plete control (and, if I may say so, 
largely as the result of the White 
Paper issued by our State Depart- 
ment) are exacting even greater 
taxes, as is their wont, and absorb- 
ing all the production, too, for the 
maintenance of their army — and 
are again bringing starvation and 
degradation to millions of hapless 
Chinese. 

The Russian victory in China — 
for it is a Russian victory — cul- 
minates two generations of Soviet 
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scheming against the political in- 
tegrity and economic well-being of 
that ancient land. The Russian 
leaders as far back as Lenin feared 
the competition of an industrial- 
ized — a modern China; feared 
that this nation of 400 million 
souls would interfere with the eco- 
nomic development of Russia’s 200 
million population. 


Chinese People Face Starvation 
and War 


We can be sure that the primi- 
tive agricultural methods and the 
return to ancient skills instituted 
by the Chinese Reds during the 
revolution will be continued, while 
starvation and wars for the glory 
of Russia will exterminate vast 
numbers of the population. In fact, 
the latest reports are that China is 
experiencing its worst famine in 
seventy-two years! 

If it has not been clear before, 
it must be now — that the Rus- 
sians have thus far shown no gen- 
uine capacity or interest in the 
well-being of any peoples, includ- 
ing their own — that they are 
purely political doctrinarians and 
that the basis of their success is 
their skill in intrigue and propa- 
ganda. 

Therefore, to recognize Com- 
munist China as the legitimate 
government would be to sell the 
Chinese people down the river. 

If the future of the United Na- 
tions depends upon such recogni- 
tion, it is very weak indeed — and 
should be re-formed, with the veto 
eliminated, if that organization is 
to survive. Too many important 
decisions have been hamstrung by 
Russia’s continuous use of this 
power. In fact, it has enabled the 
Kremlin to use the United Nations 
for its own purposes — as a source 
of information and for blocking 
any attempts to interfere with its 
aggressive policy, and by its nega- 
tive attitude has so undermined 
the United Nations that it has de- 
teriorated into a propaganda ve- 
hicle and adjunct of Russian 
policy. 

We in the United States must 
recognize the realities of the situ- 
ation and act accordingly. We 
should advise Red China that we 
will not permit the extension of 
their domain; we should offer di- 
rect help to Indo-China — to 
Chiang Kai-shek—and make the 
Philippines into a strong defen- 
sive base. And we should publicly 
announce our willingness to pro- 
tect these countries against inva- 
sion by any aggressor nation. 


As Russia is not industrially 
nor economically able to fight a 
shooting war at this time, any 
military aid Russia might extend 
to Mao would be rather limited. It 
would have the effect: 

—Of taxing Russia econom- 
ically and industrially for this war 
material, in a squeeze that would 
bring cries of distress; 

— Of enabling us to gain know]l- 
edge as to Russian equipment 
which we do not now have; 

— Of preventing our money 
from being tied up in obsolete war 
materials if a war with Russia 
should eventually come—which I 
doubt, if we handle the situation in 
this way. 

Such determined action on our 
part would stimulate revolt 
against the Communist regime in 
China and prevent further Red ex- 
pansion. It would hearten our 
allies everywhere. 

Such action might deal a de- 
cisive blow also to Russia’s latest 
attempt toward establishing a 
ruble bloc for, despite the pooh- 
poohing that has been going on 
regarding her latest currency 
move, the decision of Poland to 
quit the World Bank, with Czecho- 
slovakia to follow, indicates that 
this may be another effort calcu- 
lated to interfere with our econ- 
omy, and attack the dollar and our 
trade potentials. 

Our country must take some de- 
cisive action, for we cannot con- 
tinue the tremendous drain on our 
economy and resources resulting 
from a continuous arms race be- 
tween the United States and Rus- 
sia. We must face the reality of the 
situation — i.e., that in the Soviet 
Union we have an implacable en- 
emy who is convinced that its sur- 
vival depends on our extinction. 

I believe the great majority of 
the people of this country would 
back such a plan, which could be 
carried out with a minimum of 
danger by wise leadership. 
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fear, before glibly talked of mar- 
ket “objectives” materialize. 

We do not have the rising trends 
of business activity, earnings and 
dividends—and speculative hopes 
of more and more such ammuni- 
tion — that have always been re- 
quired to nourish sustained peace- 
time bull markets. What do we 
have? (Continued on next page) 
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We have a reduced fear of busi- 
ness recession; a greater public 
confidence that fluctuations in 
business will be reasonably moder- 
ate, due largely to Federal spend- 
ing programs. Although total cor- 
porate earnings are static at best, 
and probably subject to further 
shrinkage, we have a high level of 
dividends, and confidence that it 
will be subject to no great change 
at least in 1950. Finally, we have 
average stock yields about two and 
a half times greater than the pre- 
vailing yields on high-grade bonds. 


Imponderables 


If this is bullish ammunition, 
there is nothing exciting or dy- 
namic about it. If we can have a 
major bull market primarily be- 
cause dividend yields are consid- 
erably higher than bond yields— 
and because of two negatives: i.e., 
business and earning'’s are not now 
subject to more than moderate de- 
cline—it will be the first such in 
history. There are a variety of im- 
ponderables on the restraining 
side, which is why stock yields are 
still relatively high. The greater 
the long-term uncertainty and 
risk, the higher must yields be to 
compensate for it. It should not be 
necessary to say that the capitalist 
class, and especially the equity in- 
vestor, face a real long-run threat 
from left-of-center political tend- 
encies in this country, from insa- 
tiable grabs by the labor unions; 
and from the cold war which no- 
body can guarantee will not be- 
come hot. 

But there are also factors which 
may be considered as militating 
against any severe market break 
at this time. There have been no 
particular speculative excesses, as 














| 











AMERICAN CANCER soo | 


706 


we know; the low-priced stocks 
have been lagging rather than 
leading in the market upswing 
which was largely paced by invest- 
ment type issues. There has been 
no rampant margin trading, 
though brokers loans latterly have 
been on the increase. And anyhow, 
a 50% margin is a different propo- 
sition than the 10% back in the 
Twenties. Moreover, much stock 
has been bought for cash, and with 
investment aims primarily in view, 
thus can be presumed to be in firm 
hands despite the undoubted dis- 
tribution that has occurred in re- 
cent months. 

Investment trust buying has 
probably been a sustaining factor 
and is likely to continue so. And 
the possibility that pension funds 
may be allowed to invest in part at 
least in common stocks may also 
act as a psychological cushion to 
decline and bearish thinking; po- 
tentially at least, such investing 
could assume impressive propor- 
tions. Then there is the big short 
interest, another cushion. 
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AUTHORITARIANISM AND 
THE INDIVIDUAL 
By Harold Metz and C. A. H. Thomson 


The whole world is torn by a struggle 
over the basic principles underlying free 
societies and controlled societies. This is 
emphasized ever more crucially by the 
arguments of those within customarily 
free societies who would give aid and 
comfort to the philosophies of the dicta- 
tors, as oposed to those who hold to the 
values and principles of freedom for all 
individuals. 

Since controlled societies and free 
societies differ pre-eminently in their 
view of the value, position, and role of 
the individual in his relationship to 
society it is important to examine how 
controlled societies treat the individual 
in his relationship to the group as a 
whole. In what ways have authoritarian 
states attempted to subjugate and sub- 
ordinate the individual to the group as a 
whole? What are the basic principles on 
which such societies have sought to ex- 
tend public control over the individual? 

Recent authoritarianism movements 
such as communism and naziism at- 
tempted a more thorough pulverization 
of the individual than did the early 
counterparts such as feudalism and the 
absolute monarchies. What made this 
possible and what have been its results 
for the individual? 


The Brookings Institution $3.50 
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On the other hand, any substan 
tial further advance would seem tif 


require far greater speculative ac. 
tivity and participation than re. 
cently seen. But if the market re. 
mains largely an investment-donii. 
nated one, further rise, if any, fig. 
ures to be on the moderate side: 
and at a slower and slower average 
rate. In this case our broad weekl; 
indexes would remain relatively 
sluggish; and reactions would not 
go very far. We do not see a pres. 
ent basis for a revival of broaid 
public speculation; but concede 
that its development is not impos. 
sible. Therefore, it will bear watch- 
ing. That is one way, maybe the 
only way, the pace can be quick- 
ened. However, should speculation 
increasingly take over, there would 
be new and greater hazards to 
reckon with. Meanwhile, there is 
no change in our conservative pol- 
icy. As a general rule, we advise 
deferring new purchases of com- 
mon stocks and emphasizing qual- 
ity in existing holdings. 
—Monday, March 20. 


DISASTER THROUGH AIR POWER 
By Marshall Andrews 


Disaster Through Air Power is an 
angry book. It is a coldly angry book. 
Marshall Andrews believes the coun- 
try is being sold a bill of goods by the 
Air Force. He believes that you believe 
the third World War will be an easy war. 
He believes thta you are being urged to 
feel that a few brave lads in the clouds 
will “pinpoint” selected objectives on the 
ground, and that then a few thousand 
troops will walk in and “clinch the 
peace.’ 
Marshall Andrews thinks there will 
be no peace to clinch. He is sure (and 
he documents his conviction) that if we 
rely on strategic bombing we shall lose 
all Europe, perhaps hamstring the west- 
ern hemisphere, and certainly present 
world domination to Russia on a platter. 
He also believes that even if we should 
win through to a stalemate, we shall 
have to clamber over ruins to our objec- 
tive, and that the fruits of “victory” will 
be the necessity of spending billions to 
support the vanquished until they shall 
have reached stability. And that stability 
may well mean the launching of a war 
to total destruction. 
His book is a strong and logical plea 
for the total destruction of the myth that 
there can be an easy victory through air 
power. 
Rinehart & Company $2.00 
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Weighing the assets 
behind each share 


Profit from 1950 Potentials in 


LOW-PRICED STOCKS 





Measuring earnings 
and dividends 





Do low-priced stocks have any place in the in- 
vestor’s portfolio? 


For the man with an ample retirement income—who 
can live comfortably on the interest from government 
bonds—the answer is “no.” But, for the average in- 
vestor who is still building toward financial inde- 
pendence—who needs capital growth to offset high 
living costs and taxes—the answer is decidedly “YES.” 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. It is not offered to the in-and-out trader. But, 
because low-priced shares have huge profit advan- 
tages, especially during certain times, we have under- 
taken exh ustive studies with a view to using equities 
in the lower price ranges in expanding the productive 
power of your capital, 


Now ...A Complete, Supervised Program in 
Low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE FORECAST devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1950 outlook. 


Our records Research through the years shows 





show 3 to 1 that the 100 most active low-priced 
gains in common shares—which we have 
low-priced priced and charted weekly—out- 
shares stripped the general market by 


more than 3 to l. 


Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1950 program which we believe will add sub- 
stantially to our profit record for, as opportunities 
develop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re- 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time, 
so your least attractive issues can be weeded out and 
the funds directed into our definite recommendations 
according to your capital and objectives. 


Special Plan for a Rounded Program 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
stocks and good bonds for security of principal, 6% 
to 8% income, plus enhancement. The backlog of your 
funds should be used in this program. 


Because only progressive companies are selected — 
fortified by excellent financial and competitive posi- 
tions and with ample earnings to maintain dividend 
distributions — their capital enhancement will be 
spurred as investment demand becomes insistent. We 
will advise you what and when to buy and when to 
sell . . . when to contract or expand your position. 


Recommendations in all three of our specialized pro- 
grams are now being considered, so your subscription 
today will enable you to participate from the time 
they are initially made. By mailing the coupon below, 
therefore, you can enroll now . . . sell your weaker 
issues and benefit fully from Forecast Service. 

















Address 





Complete service will start at 





once but date from May 1, 
Subscriptions to The Forecast 


City 


Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
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State | 
initial analytical and advisory report. 
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Repeating a Special Offer 


At This Critical Time 





Without obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues for 1950. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—“In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.”’ E. D. B. 


From Massachusetts—'‘Your preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.” A. M. 


From Nebraska—"! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—“'! am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—“Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
D. B. H. 


From Oklahoma—‘Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
rt. O.A. 


From Pennsylvania—‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—“I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and I thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s conditions it is not open to mere 
curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 
























































Walter Chrysler’s original tool chest—on display in the Chrysler Automobile Salon, New York 


The tools that money couldn't buy 


Walter Chrysler made them himself. He 
was 17, working in a railroad round- 
house. His mechanic’s fingers itched for 
a kit of tools of his own. So young 
Walter took steel and made his own. 


As he shaped them, he shaped a dream 
as well. It was a special American kind 
of dream— free-ranging imagination an- 
chored to solid things like common sense. 
working a little harder, making things 
a little better. And asking no odds of 
anyone. 

It led Walter Chrysler to success in 
railroading when he was young. It led 
him to study the automobiles of the day. 
Why couldn’t a man build better cars 
than any known—nimbler, safer, more 
comfortable, handsomer. 

So, 25 years ago. Walter Chrysler in- 
troduced the first Chrysler car. What he 


Airtemp Cooling, Heating, Refrigeration 





Chrysler Marine & Industrial Engines 


did changed the whole pattern of Ameri- 
can motoring. He changed it with high- 
compression engines, 4-wheel hydraulic 
brakes, all-steel bodies, new ways of dis- 
tributing weight for better riding .. . 
many originations the entire automobile 
industry eventually followed. 


As Mr. Chrysler’s birthday, April 2nd, 
approaches and as Chrysler Corporation 
this year observes its own 25th anniver- 
sary, it is fitting to pay this tribute to 
Walter Chrysler and his creative genius. 


And the tools of his earlier mechanic’s 
days? I remember when he found them 
in his mother’s house. It was long after 
he had asked me to work with him. He 
brought the tools back from Kansas. A 
few of them needed fixing and he asked 
me to fix them. It was a compliment I 
have never forgotten. 


The qualities Mr. Chrysler put into his 
own tools still mark the great organiza- 
tion he founded. He built not merely 
material things; he inspired men with a 
zeal to carry on his splendid ideals. 

Chrysler Corporation is still young 
enough to feel his inspiration. He wished 
this company always to be a producer of 
fine automobiles of great value. 


And those of us who were privileged 
to work with him believe that the new 
Plymouth, Dodge, De Soto and Chrysler 
automobiles live up to his tradition. 

It is a tradition uniquely American— 
to live and work with the idea of finding 
better ways to make what people want. 


AOR UL,. 


President 
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